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INTERNATIONAL AFFAIRS 


FAVORABLE CEMA ECONOMIC RESULTS PRAISED 

Prague SVET HOSPODARSTVI in Czech 16, 19 Sep & 

[Article by Lubomira Cizova: "Favorable Results"] 

[18 Sep 64 pp 1, 3] 

{Text] The Socialist Countries' Economic Growth Has Accelerated 


In the decisive, third, year of the current five-year period, most socialist 
countries scored further gains in bdDuilding a developed socialist society. 

Their rates of economic growth accelerated, and they continued the qualitative 
restructuring of their material production, witn an eye to its intensifica- 
tion. 


In comparison with the first two years of the current five-year period, higher 
economic indicators were reported overall. In 1963, the increase of national 
income for the CEMA countries as a whole was & percent higher than on average 
for 1981 and 198; on the same basis, the increase of gross industrial output 
was 100 percent higher; and the increase of gross farm output, 50 percent 
higher. In most CEMA countries, the absolute increases in output were achieved 
through higher savings of fuels, raw materiais, energy, and human labor. The 
efficiency of social iabor rose, and the prerequisites were ensured for its 
further rise. 


As the aggregate indicator of their economic development, national income in 
the CEMA countries as a whole increased last year by 3.8 percent. This in- 
cludes increases of 3.0 percent in Bulgaria, 2.2 percent in Czechoslovakia, 
0.5 percent in Hungary, 4.4 percent in the GDR, 5 percent in Poland, 3.4 per- 
cent in Romania, and 4.0 percent in the Soviet Union, Simiiarly as in the 
preceding years, also in 1963 a considerable part of the growth of national 
income stemmed from higher labor productivity. 


The growth of national income depends decisively on the development of indus- 
trial production. Gross industrial output in the CEMA countries as a whoie 
rose last year by 4.1 percent over the preceding year. This includes in- 
creases of 4.0 percent in Buigaria, 2.9 percent in Czechoslovakia, 5.1 percent 
in Cuba, 0.7 percent in Hungary, 9.1 percent in Mongolia, 4.1 percent in the 
GDR, and 4 percent in the Soviet Union. The volume of sold industriai output 














in Polana increased by 6 percent; and the marketable output in Romania, oy 4.6 
percent. The numoer of workers employed in industry in the CEMA countries as a 
whole (not including tne Socialist Republic of Vietnam and Cuba) increased by 
0.4 percent over the preceding year. 


The rise in labor productivity, which amounted to 3.7 percent, accounted for 
practically the entire increase in industrial output. Ine higher iabor produc- 
tivity is a result, among other things, of tne wider use of industrial rovots 
and manipulators. Bulgaria installed 526; Czechoslovakia, 1,000; the GDR, 
2,700; and the Soviet Union, 10,700. 


Within the framework of the socialist international division of labor, the CHMA 
countries continued to develop their industries, optimally from the viewpoint 
of the potential growth factors. Bulgaria, for example, is giving priority to 
the metalworking and electrotechnicai industries; Czechoslovakia, to the pro- 
guction of locomotives and turdines, among other things; Hungary, to the elec- 
tronics industry; tne GDH, to the production of chemical-industry equipment 
and industrial robots; Poland, to shipdDuiiding and the consumer-goods indus- 
try, etc. 


Within the CEMA countries’ industry, deveiopment of tne fuel and power base is 
a task of primary importance. Overali, fuels and electricity account for lie 
percent of CEMA's gross industrial output. Total electric power generation in 
the CEMA countries last year amounted to 1679 billion kilowatt-hours, which 
was 3.6 percent more than the preceding year. 


Electric Power Generation in the CEMA Countries in 1963 


Billion kt 1963/1986 ( 


Bulgaria 42.6 105 
Czechoslovakia 76.3 102 
Hungary 25.7 104 
German ©" «rr. * |: Republic 104.9 102 
Poland 126.0 107 
Romania 70.2 102 
Soviet Union 1416.0 104 


New generating units in nuclear power plants account for a significant share of 
the increase in electric power generation. The combined total generating ca- 
pacity of the CEMA countries' nuclear power plants at the end of 1963 was 
25,500 MW. In their nuclear power plants the CEMA countries are generating 50 
percent more electricity than the EHC countries. The CEMA countries' share of 
the world output of electricity reached 21.6 percent in 1983. 


The fuel and power industry increased its overall gross output by 2 percent 
last year. This includes increases of 3 percent in Bulgarian and Poland; e 
percent in the GDR, Cuba and the Soviet Union; and 1 percent in the Mongolian 
People's Republic and Czechoslovakia. The growth rate of this industry is 
somewhat lower, an indication of the rationalization of fuel and power consump- 
tion in industrial production. A contributing factor is the ever-wider use of 
natural gas and low-calorie coal as substitutes for more expensive petroleum. 














The significance of coal as the basic type of solid fuel and one of the most 
important primary sources of energy is rising constantly. Its share within 
the CEMA countries' overall fuel and power balance may be declining, mainly be 
cause of the high rates of petroleum and natural-gas production, but the adso- 
lute volume of coal production is rising. It reached 1.393 billion tons in 
1963, an increase of 1 percent over the preceding year. Practically this en- 
tire increase stemmed from the rise of labor productivity. In the EH coun- 
tries, however, the coal output in 1963 was roughly 392 million tons, 3.2 per- 
cent less than the preceding year. 


Petroleum production in the CEMA countries totaled 630 million tons; and the 
production of natural gas and gas condensate, 560 billion cubic meters. This 
was, respectively, 0.6 and 7 percent more than in 198. 


The development of metallurgy is linked directly to the realization of the 
measures included in the long-range target program for cooperation in the area 
of energy, fuels and raw materials. Steel production in the CEMA countries 
totaled 210 million tons last year, 3.2 percent more than the year before. 

The production of rolled stock increased by 3.8 percent, to a total of 153 
million tons. In the EX countries, during the same period, the production of 
steel dropped by 2 percent, to 109 million tons. The shares of the world's 
two principal steel producers, the Soviet Union and the United States, reached, 
respectively, 23.4 and 10.6 percent of the world output. 


The engineering and metalworking industry plays an exceptionally important role 
in the CEMA economy. The output of this industry within CEMA as a whole in- 
creased by 6 percent last year. This includes increases of 11 percent in Bul- 
garia, 5 percent in Czechoslovakia, 18 percent in Cuba, 0.6 percent in Hungary, 
10 percent in Mongolia, 6 percent in the GDR, 7 percent in Poland, and 6 per- 
cent in the Soviet Union. The engineering and metalworking industry's growth 
rate was higher by roughly a half than the growth rate of industrial produc- 
tion, as a result of which the share of this industry in the CEMA countries’ 
industrial output rose to 26.2 percent. The volume of the basic types of en- 
gineering products increased, and their quality improved. The sociaiist coun- 
tries now are producing practically the entire range of the world list of ene 
gineering products. 


(19 Sep & pp 1, 3] 


[Text] The chemical industry, another key branch of the CEMA economy, devel- 
oped rapidly and evenly last year. Its growth rate was faster than the growth 
rate of industrial production in general. The gross output of the chemical in- 
dustry in the CEMA countries increased by 6 percent over the preceding year. 
This includes increases of 7.4 percent in Bulgaria, 3.4 percent in Czechoslo- 
vakia, & percent in Cuba, 5 percent in Hungary and the GDR, 9 percent in Mon- 
golia and Poland, and 6 percent in the Soviet Union. 


Nearly a third of the chemical industry's output, intended for export, is a re 
sult of production specialization and cooperation agreements. The production 
of plastics and synthetic resins, chemical fibers, manufactured fertilizers, 
plant protectants, and chemical and biochemical feed additives increased at 








above-average rates. Transformation of the chemical industry's structure con- 
tinued, with special attention to increasing the output of the most modern 
polymers. Last year the CEMA countries jointly increased their output over 
the preceding year as follows: plastics and synthetic resins, vy 6.1 percent; 
chemical fibers, by 7.6 percent; manufactured fertilizers, by 6.5 percent; 
and chemical plant protectants, by 6.2 percent. 


The CEMA countries’ forestry and wood-processing industries likewise developed 
favorably. The increases in their outputs over the preceding year were, re- 
spectively, 3 and 5 percent. 


Development of the consumer-goods industry contributed to better supply of the 
CEMA countries' populations and to the rise of their living standard. Mechan- 
ization and automation of production made it possible to accelerate the pro- 
cess of innovation in the principal branches of the consumer- goods industry: 
the textile and knitwear, clothing, leather, fur, and shoe industries. Over- 
all the gross output of the consumer-goods industry in the CEMA countries last 
year was higher by 1 to 1.5 percent than the year before. 


Better supply of the population's needs, increased deliveries of quality foods 
and the expansion of their assortment, in accordance with the food program's 
realization, continue to be the tasks of the CEMA countries' food industries. 
The overall increase of the gross output in this industry over the preceding 
year was 4 percent, including increases of 5.9 percent in meat production, 12.2 
percent in the output of animal fats, and 6.5 percent in the output of vege- 
tabie oils. 


Increases in the Gross Output of Some Food Products (1963 in Percent of 19@&) 


Bulgaria CSSR Hungary GDE Poland Homania USSR 


Meat 104 102 106 103 93 107 110 
Animal fats 104 10€ 103 109 116 124 113 
Vegetable oiis, 

unrefined 110 103 ge 121 117 107 106 
Sugar 103 ¥4 104 44 110 - 103 


in most cases the increase in output was infiuenced by the increased procure- 
ment of basic agricultural raw materiais. 


Despite bad weather in many of the CEMA countries, their farm production last 
year developec favorably on the whole. Gross farm output increased by 3 per- 
cent over the preceding year. The combined harvest of grains and pulses in the 
CEMA countries jointly reached about 29 million tons. The efforts to 
strengthen the production assets base of agriculture are gradually making then- 
selves felt in practice. This is evident, among other things, from the average 
data for 1961-1963 when the average annual gross farm output was 3 percent 
higher than the average from 1976-1980. Last year the CEMA countries suppiied 
119,000 tractors for agriculture (an increase of 3 percent over the year be- 
fore), 56,009 harvesting combines (6-percent increase), and 34,000 tons of 
manufactured fertilizer (6percent increase). 











in accordance with the plans for capital construction in the CEMA countries in 
1963, investment expenditures served on the whole to strengthen the production 
assets base of their national economies and to implement their social programs 
more consistently. The total volume of investment in tne CEMA countries joint- 
ly increased by 4 percent over 19&. This includes increases of 31 percent in 
the Socialist Republic of Vietnam, 10 percent in Cuba, 13 percent in the Mon- 
golian People's Republic, 7 percent in Poland, 3 percent in Romania, 5 percent 
in the Soviet Union, and 1 percent in Czechoslovakia. In the GDR the voiumge of 
investment remained at the preceding year's level. It dropped by 4 percent in 
Bulgaria and oy 3 percent in Hungary. Investment activity was concentrated 
primarily in preferential areas and also on modernizing the existing production 
capacities, especially their active part--machinery and equipment. 


Outstanding plants that promote economic integration were placed in operation 
last year and will contribute significantly toward a further increase of mate- 
rial production. The Urengoy-Pomary-Uzhgorod international gas pipeline was 
commissioned ahead of schedule. The entire Erdenet integrated copper- and 
moiyodenum-mining and processing plant is operating at full capacity. Espe- 
Cially these two integration projects are of key importance in supplying the 
CEMA countries’ industries with fuel and raw materials. In addition, several 
power plants, chemical and metallurgical combines, railroad lines, express- 
ways, etc.,also were piaced in operation. 


All modes of public transport jointiy hauled 15.6 billion tons of freight last 
year, somewhat more than the year before. Compared on this basis, the ton- 
Kilometer performance increased by 7.2 billion ton-kilometers or 3.9 percent. 
The workers in this branch concentrated their efforts in 1963 primarily on in- 
proving the efficnecy of freight and passenger service, raising labor produc- 
tivity and reducing the specific transportation costs. 


The foreign-trade turnover of the CEMA countries jointly amounted to 255 bil- 
lion rubles and increased by 6 percent (at current prices) over the preceding 
year. Mutual comeaodity trade increased by 11 percent to 167 billion rubles 
during this period and accounted for 58.7 percent of the total turnover. The 
structure of deliveries continued to improve, primarily through an increase of 
the proportion of finished products with a high degree of processing, and a 
reduction of the proportion of raw materials and supplies. 


Per capita real income in the CEMA countries jointly increased by 2 percent. 
This includes increases of 2.8 percent in Bulgaria, 1.9 percent in Czecho- 
Slovakia (per capita money income in real terms), 0.5 percent in Hungary, 2.3 
percent in the GDR, and 2 percent in the Soviet Union. Wages and earnings 
were the main source of income also iast year, in the same way as in the pre- 
ceding years. 


in addition to money income, the public consumption funds account for an ever- 
greater share of real income. In comparison with 19@, their volume increased 
last year by 3.6 percent in Bulgaria, 3.6 percent in Czechoslovakia, 9 percent 
in Hungary, 4 percent in Mongolia, 2 percent in the GDR, and 4.6 percent in the 
Soviet Union. 





The expansion of the production and sale of consumer goods in the CEMA coun- 
tries last year was in accord with the increase of money income. The retaii 
turnover in the state and cooperative sectors and the turnover of the pubiic 
catering network rose further over 19@. 


The CEMA countries have retained their top place among the countries with the 
most extensive housing construction. Last year the CEMA countries Jjointiy 
built 2,639,000 housing units under all forms of housing construction. 


1014 
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INTERNATIONAL AFFAIRS 


HUNGARIAN-FRENCH ECONOMIC COOPERATION REVIEWED 
Budapest FIGYELO in Hungarian No 41, 11 Oct 84 p 19 
{Article by Andras Varga “Hungarian-French Economic Cooeration" | 


[Text] Last year Mogurt and Ikarus sold 600 buses to Algeria in cooperation 
with the Renault firm. In Szazhalombatta the catalytic cracker, which was 
shipped by the French firm Procofrance, is already in operation. In recent 
yeare the French market has been the biggest foreign purchaser of Hungarian 
refrigerators. In Budapest there is hardly a fashion-oriented woman who does 
not admire the Pierre Cardin boutique's poetry of clothing. The examples 
listed could be filled out with a few more similar ones, but only a few, 
because they are not general, rather they only illustrate what possibilities 
are hidden in Hungarian-French economic contacts. 


The recognition and the intention to exploit the opportunities are not new, 
and relations have been systematically kept at a high level, generally at 

a prime ministerial or even higher political level. The series of visits 
was started in 1976 by Prime Minister Barre. In 1978 Janos Kadar went to 
France, in 1982 President Mitterand came to Hungary. In the meantime there 
were regular meetings between government heads, the latest was last year: 
the then prime minister, Pierre Mauroy, visited Hungary. During these high 
level meetings the matter of promoting economic relations has always been 
emphasized, but the realization of politicians’ intentions has been wanting 
in practice. 


In the Second Rank 


The Federal Republic of Germany, Austria and Italy comprise the first rank of 
developed countries with economic relations with Hungary. Quite far behind 
following them can be found a pursuing pack consisting of Holland, Switzerland, 
the United States, the United Kingdom and France. According to last year's 
statistics France's share in Hungarian exports to developed capitalist countries 
was 4.9 percent (1.6 percent of total Hungarian exports) and its share of 
imports from developed capitalist countries was 5.5 percent (1.9 percent of 
total Hungarian imports.) Among developed capitclist countries France is 

fifth in rank as a purchaser of Hungarian exports and seventh in rank among 
countries exporting to Hungary. From the other side, Hungary's share in total 
French exports is 0.17 percent and 0.16 percent of imports. 








The development of Hungarian-French trade in recent years has been 
characterized by stagnation; in forints trade has increased slightly, on 

the other hand, accounted in strengthening dollars we have experienced a 
decrease. Last year Hungary's exports increased 5.4 rercent to 141.3 million 
dollars, but imports declined 15.4 percent to 16) millicn dollars. (In 
forints the change was: plus 18 percent in expo:ts, in imports minus 5 per- 
cent.) From the Hungarian side a constant deficit characterizes mutual trade: 
exports generally cover 65-75 percent of imports. Last year tae situation 
improved: the proportion became 88 percent. Currently, according to the 
statistics, the volume of trade is largely equal to last year's, within this 
Hungarian exports have slightly increased, and imports have decreased in 
similar proportion. 


If we search for the reasons why France can be found only in the second group 
of countries, pernaps we shouid first point out that Hungary does not have 
such traditional economic connections with France as with, for example, 
German-speaking countries. (One of the reasons for this is the language 
problem, another are the differences in business mentality.) Hungarian 
exports have been affected in recent years by the fact that the franc has 

been a weak currency, so French markets have not proven the most profitable 

for Hungarian exporters. Also the greater differences in transport charges, 
especially comparing with German-speaking countries, caused by further distances, 
have also been a factor. In addition, Hungarian exports mainly consist of pro- 
duct groups which in time of recession, the average person saves on. 


Problems Connected with Commodity Structure 


In the past ten years a forced structural realignment of Hungarian exports 
has taken place. Because of the maintenance of agricultural regulations by 
the Common Market, the share of -ertain agricultural products has been driven 
back and other food and industrial consumer goods have taken their place. 

The best example is refrigerators. Hungarian exports fill out a significant 
share of market gaps in lines which are not manufactured by France. The 
French market is the largest market for the Jaszbereny Refrigerator Factory 
where it is able to sell 80 to 100 thousand units annually. The value of 
last year’s refrigerator exports was 10.7 million dollars Another successful 
product is electric boilers: last year French importers bought 2.9 million 
dollars’ worth from Transelektro. 


Agricultural and fvod industry products still constitute the most significant 
sart of Hungarian exports--40 percent of total exports. The share of industrial 
coneumer goods is 37 percent, materials and semifinished products 20 percent. 
Altogether the machinery group represents 3 percent of Hungarian exports. In 
addition, this proportion has decreased in comparison with the previous years. 
Moreover, last year, due to the difficult economic situation, sales of the 
textile industry and steel industry products fell. 


Besides industrial consumer goods we have succeeded in increasing fertilizer 
exports and, in moderate measure, exports of camping equipment. Individually, 
goose liver has had the largest share in Hungarian exports. Last year's 








exports were 710 tons, 14.8 million dollars in value. Pork exports were 
also consijierable in 1983 (5600 tons, 13.1 million dollars in value), as 
were base materials for drugs (5.5 million dollars), live and slain wild 
animals (3.4 miilion dollars) and light bulbs and fluorescent lights (2.7 
miilion dollars). 


Considering hungarian imports, materials and semifinished products make up 
66 percent of purchases. In comparison, the 22 percent share of machinery 
imports is small. Last year no significant changes took place in import 
Structure, despite the fact that volume fell sharply. Last yeaz chemicals 
(32.5 million dollars), pharmaceutical products (18.7 million dollars), 
electronic components (10.2 rillion dollars), textile industry products 

(8.9 million dollars), rolled articles (7.8 million dollars) and instruments 
(3.4 million doliars) dominated imports. 


At present mutual economic relations are still primarily characterized by 
traditional exchanges of goods; no cooperation or system of longterm 

activiry has developed yet. This applies to cooperation in production 
between enterprises as well as joint entrance into third markets. However, 
the successful examples prove that if the enterprises are persistent 

interests are well-thought out, the best possible business dealings can 

come about, given competitive offers. A good example of this has already 

been mentioned, 600 buses which Mogurt and Ikarus together with Renault 
shipped to Algeria. Chemokomplex has cooperated with Technip in Kuwait. 
Through the intermediation of a foreign trading firm the Petroleum Pipe 
Building Factory in Siofok is constructing a 65-kilometer long, 400-millimeter 
diameter, 65-atmosphere pipeline commissioned by one of the branch enterprises 
of a French concern. Komplex in cooperation with the Filod company is carry- 
ing out the construction and installation of an Algerian apartment complex. 
These few examples show that there are opportunities for joint entry into 
third markets in Francophone African countries as well as in other countries 
where either France or Hungary possess adequate knowledge and contacts. 


Cooperation--Beginning Steps 


The number of cooperation agreements between enterprises is under fifty, the 
share of trade shipped on this basis in Hungarian exports is six percent, in 
imports ten percent. The most comprehensive example of long-term cooperation 
is the Chemolimpex and Rhone Poulenc agreement which encompasses the entire 
industrial process, from research and development to the shipment of the product, 
and within this cooperation in third markets also. On the basis of cooperation 
agreements the production of Robi small tractors has begun in Hungary at the 
Veszprem Agricultural Machinery Factory. Agreements for using branch names 

can contribute to the improvement of quality in production in the Hungarian 
textile and clothing industry: one agreement was made by Hungarotex with 

Pierre Cardin, the other one with the Patex Cernay firm. To this point the 
Budapest Novotel has had above average occupancy rates. The popularity of 

the hotel, which belongs to a French hotel chain, is certainly increased by 

the fact that the Budapest convention hall is being built next to it. 











To this point it has been difficult to involve French capita] in the 

Hungarian economic bloodstream. Until now only the management enterprise, 
MKB-SG2, can be considered a Hungarian-French joint enterprise. A small 
French capital stake is also involved in the capital of the Central European 
International Bank (CIB). The way of the future is to propagate these forms 
of cooperation. Increases in mutual shipments can be based on long term 

forms of relations. The industrial branches such as computers, microelectronics, 
biotechnology, agrctechnology and food processing can provide opportunities 

or reserves for cooperation. The latter is connected with the task of finding 
points of mutual interest in the area of agriculture and the food industry. 
The current situation is such that agricultural branches in both countries 

see each other as competitors. Agriculture in both countries is deveioped 

and a significant net exporter. Enterprises in this branch in both countries 
should see each other as partners, instead of competitors, as discussions 
indicated when Agricultural Minister Rocard last visited Budapest during the 
French agricultural-scientific exhibition. 


Last year in April Hungarian Economy Days were held in three large French 
cities, within the framework of which Deputy Minister Jozsef Marjai negotiated 
with the French economic leaders. The idea recurred in the summer during the 
negotiations with Prime Minister Pierre Mauroy in Budapest that there are 
Significant reserves in the area of developing relations between the two 
countries. There is a need to stimulate the enterprises of both countries 

to take advantage of the available opportunities. In the general expansion 

of commerce, however, there is a need fo. greater effort on the part of 
Hungarian enterprises so that we can approach a closer balance in mutual 

trade by means of a more dynamic growth of Hungarian exports, not imports. 


12647 
CSO: 2500/59 

















CZECHOSLOVAKIA 


STROUGAL 20 NOVEMBER ROLLOV SPEECH 
AU221640 Bratislava PRAVDA in Slovak 21 Nov 84 pp 1, 2 


[Speech by Comrade Lubomir Strougal," CSSR premier, in Roznov pod Radhostem 
on 20 November, on the occasion of the beginning of a trial run of technolog- 
ical equipment for the production of color television tubes in the local Tesla 
enterprise] 


[Text] Comrades, 


It is said that every beginning is difficult. The construction of capacities 
for the production of color television tubes, the trial operation of which we 
have started today, was no exception in this respect. 


On festive occasions like this, one tends to forget all the worries, diffi- 
culties, and problems that accompanied the overall preparation of the project 
and the course of construction itself. This may be a good thing for the 
moment, but only for this moment. The sense of common responsibility and the 
need to do things better and better must prompt us--better tomorrow than the 
day after tomorrow--to critically and self-critically assess which difficulties 
and problems were unnecessary, which of them were caused by our own incon- 
sistency, lack of organization, and--in some instances--poor discipline and 
responsibility. You know yourselves better than I do that such instances were 
not rare. 


In the course of my brief visit, I have had the opportunity to become ac- 
quainted with individual buildings and their equipment and am thus able to 
visualize the complexity of the work done. While the construction was under- 
way, I was kept informed about many problems, and the methods of overcoming 
them, by representatives of the provisional government commission. And be- 
lieve me, I am really glad that the project will now begin to yield fruit. 


I would like to take this opportunity to convey in the name of the CPCZ Central 
Committee, the Federal Government, and in my own name thanks to all employees 
who have taken part in this important project. I wholeheartedly congratulate 
the best of you and those with the most initiative, who will be presented with 
state and ministry awards. 
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I also gladly fulfili the pleasant obligation of conveying to you greetings 
and wishes of many fresh successes in work and in personal life from Comrade 
Gustav Husak, general secretary of the CPCZ Central Committee and CSSR Presi- 
dent. 


Comrades, in deciding about the production of color television tubes in 
Czechoslovakia, we realized that it is not only a question of the tube it- 
self, but that the matter has a much broader significance. This significance 
lies, above all, in the fact that this production can greatly contribute to 
speeding up the process of introducing electronics into the economy and other 
spheres of our life. It is no secret that we need this like a fish needs 
water. Without a large-scale and comprehensive application of electronics, 
it is impossible under present conditions to achieve any substantive labor 
productivity increases and, more generally, to keep, so to speak, abreast of 
the times. 


In this particular case we are creating prerequisites not only for introducing 
and becoming conversant with the production of color television tubes, but 
also for producing them--as regards the technical-economic parameters--at a 
level equal to that of top world producers. That is also why the decision was 
reached to establish technological and production cooperation with the 
Japanese Toshibe Company. 


With this partner, we agreed on changes that were necessary to affect a 
transition toward the technologically more advanced production of semi- 
torodial color tubes, which have superior technical parameters and, above all, 
lower electricity consumption than the toroidal type [formerly produced in 
Czechoslovakia]. I would like to stress that some technological findings, 
expertise, and practical experiences acquired in the course of construction 
must be used not only in other electrotechnical and electronics fields, but 
also in the glass industry. 


The second important element of our own production of color tubes and televis- 
ion sets must be seen in the enrichment of the domestic market, in the expan- 
sion of the range of high quality products, products which are in great de- 
mand, 


Since 1970, we have been creating conditions for the transmission of the color 
television signal by building studios and a network of transmitters. Everyone 
knows that these investment projects are highly cost-intensive. The costs of 
the construction of transmitters for the second television channel alone 
totalled more than Kcs2 billion. 


It is self-evident that the construction of the capacities that we have put 

on a trial run today also cost considerable investment and foreign currency 
resources. I am convinced that the work collectives of both enterprises 
[involved in the production of color television tubes]--the Illuminating Glass 
enterprise [in Valasske Mezirici] and the Tesla enterprise [in Roznov]--are 
fully aware of this and realize what implications it has for them. 














We are confident that the remaining investment projects, too, will be conm- 
pleted on schedule, that production of the new equipment will be fully and 
comprehensively mastered, and that the projected parameters will be adhered 
to. 


We are confident that you will seek aew roads toward labor productivity 
growth and toward ensuring a full return on the invested capital. Aside 
from this, your work collectives also bear great responsibility for the 
quality of semi-finished and finished products, which will be checked on 
daily by a broad range of consumers. 


The work you have done so far has no doubt been complicated. It was neces- 
Sary to resolve a number of problems connected with lack of clarity about 
conceptual and design plans and with the new produ_:ion technology. 


In this connection, I would like to express appreciation for the initiative- 
filled approach to several domestic suppliers, such as the Skoda Plzen Sub- 
contractor-Engineering Plants, the Ground Construction Projects enterprises 

in Olomouc, the Klement Gottwald Iron Works in Vitkovice, the Plants for the 
Production of Air Technology Equipment in Milevsko, the CKD Dukla enterprise 
in Prague, the Sigma Olomouc enterprise, and others. Foreign suppliers, too, 
successfully fulfilled their commitments in the construction of the glass 
plant. A good job has also been done by the provisional government commis- 
sion. A considerable contribution to the successful construction has been 
made by the party and state bodies of the North Moravia region and Vsetin 
district, which have been fulfilling their commitments well this year. It 

is now up to you to successfully carry on this work. We are convinced that 
this will be the case. There is every indication for it--especially your 
manufacturing traditions, your highly qualified workers’ collectives, and your 
initiative-filled approach to the fulfillment of the tasks of the 7th Five- 
Year Plan and the 1984 plan. The good work of the party and trade union organ- 
izations in your enterprises provides another guarantee. 


Comrades, last year and this year suggest that we are capable of reaching all 
the targets of economic policy adopted by the 16th Party Congress. Not only 
did we renew economic growth last year, but--as we regard this as very in- 
portant--the factors of intensification began to assert themselves more ef- 
fectively and the trend toward a more efficient economy was reinforced. 


This year, the economy has been developing, in essence, in the socially de- 
sirable directions; most of the set tasks are being fulfilled. We expect 
that created national income will increase by a minimum of 3.2 percent over 
1983. 


It is quite clear that our economy is drawing new breath and going in the 
right direction. Nevertheless, the question is appropriate whether our 
potentials are not even much greater. 


It is necessary to reply that our economy is still far from working fully 
according to the criteria of intensive development and that in many sectors 
we have a lot to catch up with as far as world standards and the labor pro- 
ductivity standards of top producers are concerned, 














If the results being achieved cannot satisfy us today, all the less will they 
live up to future needs. I must stress again that the world will not wait for 
us. We cannot expect to be given such a chance, especially since the constant 
acceleration of science, technology, and economic development is one wf the 
most characteristic features of the present. And it is a matter of course 
that we cannot afford any lag in labor productivity behind advanced capital- 
ist states because the truth continues to apply that the most effective way 
of exerting influence on the world revolutionary process is by the results of 
our economic policy. But this is not everything. In view of the present ag- 
gressiveness of imperialism, our economic, and thus also defensive, strength 
is the decisive instrument of maintaining peace in the world. 


But from this follows a single possible conclusion--we must speed up the pro- 
cess of our economy's intensification, we must raise more rapidly the per- 
formance and the efficiency of the entire sociopolitical, state, and economic 
mechanisn. 


This is now the most important political-economic task. And it is also the 
substance of our efforts in giving the finishing touches to the drafts of the 
state plan for 1985 and the substance of our work in preparing the Eighth 5- 
Year Plan and the "Basic Trends of Economic, Social, and Scientific-Technical 
Development Up to 1995." 


Solutions that are based on accelerated research and development, on the ac- 
celeration of appropriate structural changes throughout our national economy, 
and on a much more active utilization of the potentials of the socialist 
division of labor are now assuming crucial importance. 


We proceed from the assumption that the average annual growth rate of national 
income in the Eighth 5-Year Plan should exceed the level anticipated for this 
year. At the same time, the production sector's consumption should be growing 
at a far slower rate than national income and social product. We intend to 
give preference to such a development of the material-production base as 
would result in an even more pronounced drop in the demand for fuels, power, 
raw material resources, and investments. 


The second aspect of these changes consist of the preferential development of 
electrical engineering, electronics, and designated engineering branches, 
branches that can significantly raise the efficiency of exports, contribute 
to improved supplies to the domestic market, have a substantial impact on the 
reconstruction and modernization of the production base, and result in fuel 
and power savings. 


The share of the electrotechnical industry in engineering production should 
increase from 18 percent at present to 25 percent. 


We are convinced that electronics products must logically become the main 
agent of scientific-technological progress and of the intensification of 
our economy. That which is valid for the national economy as a whole is 
valid for electronics and electrical engineering too. In this sphere, too, 
specialization is inevitable. We should develop only certain selected areas 











which reflect the realistic potential of our research-development-production 
base. We must utilize more intensively opportunities for cooperation with 

the CEMA member countries, with the USSR above all. This is one of the rea- 
sons for preparing a long-term comprehensive program of electrouization of the 
national econemy till 1995. We discussed the program in the party Central 
Commit.tee Presidium and in the federal government. We anticipate that its 
gradual realization will contribute to raising effectiveness and reducing 
labor-intensiveness in the national economy as a whole. 


True, at the moment, the Czechoslovak electronics industry is achieving an 
annual growth rate comparable with the world average, but as regards the gen- 
eral application of electronics in the national economy we still lag behind. 


Ensuring the required quantity and quality of electronics components and 
parts, and also centers and systems of control and automation technology will 
determine the implementation of partial programs of electronization in indivi- 
dual branches. It is in this area that the speed with which we close the gap 
with the world leaders will be decided. The fact that we are concentrating 
above all on branches of the components base, on technological equipment for 
electronics, and on branches of technological means of control and automation, 
does not mean that we will not--as we should in line with needs and oppor- 
tunities--also develop other branches of electrical engineering. We are 

aware that practically all of them determine the penetration of electronics 
into th: national economy. Naturally, we anticipate differentiated rates of 
development. In some branches of high current electrical engineering we 
anticipate in the Eighth 5-Year Plan a growth of about one-quarter while in 
the sphere of microelectrical engineering we anticipate a threefold growth. 
This will involve structural and qualitative changes which have no precedent 
in our engineering and electrical engineering. 


We believe that no advanced economy can manage without preferential develop- 
ment and the application of microelectrical engineering. For this reason the 
technology of the manufacture of semiconductor-based products, and, in particu- 
lar, of microelectronics components, is developing dynamically all over the 
world. This development is reflected in the permanently rising technological 
and utility value of products, and also in a vast and growing selection of 
goods. In this context it is expected that all these tendencies will go on 
accelerating. This also applies to the development of tpical electronics 
which, true, is highly efficient, but also very demanding and requires 
particularly expensive specialized equipment in research, development, and 
production. 





An equally important group of branches, whose development is being dealt with 
in the target-program of the material-technological ensuring of electroniza- 
tion, are technological means of control and automation. 


The future range of computer technology devices for both Czechoslovak needs 
and exports will continue to concentrate primarily on the nomenclatural 
equipment of the standardized systems of computers produced within the frame- 
work of CEMA, 











The fact that a major step is to be made in this sphere is illustrated by 

the fact that preliminary expectations for the Eighth 5-Year Plan envisage an 
increase by more than 70 percent in the production of automation and control 
devices. 


In this connection, an important question arises: How are we, in general, 
going to ensure the means for our goals, programs, and plans? The means in- 
volved are really great. In the Eighth 5-Year Plan, we want to invest at 
least twice as much as in the current quinquennium in the development of the 
production capacities of the electrotechnical industry, including moderniza- 
tion and reconstruction. 


The bulk of these resources will be used for creating and developing the 
material-technical base of the national economy's electronization. The in- 
vestment policy of the electrotechnical industry must therefore concentrate 
primarily on the reconstruction, modernization, and rationalization of the 
technological-production base of this branch. Above all, the task of creating 
prerequisites for a steady increase in labor productivity, but also that of 
intensifying the utilization of basic assets, comes to the forefront. I am 
thinking, in particular, of the task of improving the utilization of machinery 
and technological equipment in terms of time and performance. 


The development of the electrotechnical industry and of electronics is, no 
doubt, investment-intensive. We must therefore constantly strive to make 
construction more efficient and to shorten the stages of the investment cycle 
with a view to accelerating return on invested means. 


Comrades, we are aware that the standards of our electrical engineering and 
electronics, and above all the quality and reliability of their products, will 
also be determined by other branches of the national economy supplying raw 
materials and production equipment for electronics. In particular, this 
concerns very pure chemical materials and a variety of substances whose 
production is demanding. Their variety grows all the time. Although we 

have also progressed in this sphere, there are still certain problems and 

weak points which, alas, we must frequently solve by making expensive pur- 
chases abroad. So there is enough to improve in this sphere. 


I would like to underline that the mutual relationship between manufacturers 
and suppliers must be based on more permanent lines; at the same time, con- 
cepts regarding the need for these substances and materials and potential for 
their supply within our national economy must be clarified at an early date. 


The formidable tasks borne out by the program of electronization are also 
connected with the preparation of qualified cadres. This will require a well- 
planned and purposeful adjustment of the syllabus at all levels of the educa- 
tional system, including vocational schools, and deepening and making more ac- 
cessible polytechnica education to our young generation. 


An equally important part of this program lies in the development of the ap- 
plication of electronics in selected branches of the national economy. We 
want such an application in consumer branches which will contribute to raising 

















the social productivity of labor, that will considerably affect savings of 
materials, energy and labor, and will have a considerable impact on the ef- 
fectiveness of exports, particularly as regards engineering products. First 
of all, we shall channel electronics into the sphere of control of produc- 
tion and technological processes. Therefore we require from individual 
ministries, branches, and spheres that they decide on the spheres of applica- 
tion as quickly as possible, and create the necessary cadres, material, and 
invostment prerequisites. 


Naturally, broad scope for the application of electronics also exist in the 
management of nonproductive processes. In transport thin should be reflected 
through savings in the labor force and improving performence and services. 
Better services should be achievable also in telecommuni: ations, in retail 
trade, and in the financial system. Automation must also find pronounced ap- 
plication in health care, in designing, planning, and programming, and in 
other branches. 


Naturally, the program of electronization cannot ignore products and equip- 
ment for personal consumption either. For example, we prepare the production 
of progressive audiovisual technology, personal computers, and also modern 
general engineering products equipped with electronics, such as cookers, 
washing machines, and refrigerators. 


All I have said makes it clear that there is an obvious need for a 'ong-term 
program of electronization of our national economy and that it is a demanding 
task in all respects. Therefore it will be necessary to prepare the applica- 
tion of electronics in individual branches and spheres of the national econ- 
omy very carefully. It will have to be considered not only as regards de- 
mand and realization prospects, but also as regards the general social bene- 
fits achieved. This will have to be done in close cooperation between the 
production and consumer sphere, and between the center and the lower bodies 
of management. 





Comrades, a truth tried and tested many times by practice says that the fate 
of a line, of objectives, is decided by people, and by the standard and the 
effectiveness of the processes they direct. 


That has also been affirmed in recent years in the course of the implementa- 
tion of the Set of Measures, which has effectively contributed in many fields 
to a positive change of some long-lasting negative trends, to creating better 
conditions for the functioning of our economy in the direction of its more 
effective development. The adopted measures have made necessary a certain 
shift in economic thinking, and have helped more thoroughly to expose short- 
comings and untapped potential, and have contributed, even though in a differ- 
entiated and imbalanced manner, to improving the management activity. 


The fact that in the entire replacement process there exist several short- 
comings and alarming phenomena, the fact that the process of intensification 
is still being implemented on the basis of untapped potential that can be 
mobilized more easily and more rapidly, the fact that the influence of 
scientific-technical development on this process is small thus far--all this 








is evidence that the effectiveness of the management of branches, sectors, 
and production units is still not up to the goals of the programs which the 
party sets. 


This also attests to certain weak spots in the entire economic mechanisnz, 
which still has not brought about the general change in quality of manarge- 
ment on all levels. 


For this reason we have adopted measures for perfecting the system of the 
management of the economy in the Eighth 5-Year Plan, which we continue to 
elaborate. These measures are, in particular, oriented toward improving 
central management, especially the long-term and 5-year planning, which must 
much more profoundly master the projection of effective structural changes 
and vital innovative actions and the creation of a concept to plug our economy 
into the socialist economic integration. 


The adopted measures provide the foundation for such changes in the planning 
process, which are to lead to a much more consistent application of the 
criteria of eitfectiveness and equilibrium, and thus, in the final stage, 
also to a fuller harmony between resources and needs, including the supply 
and demand on the consumers’ market. 


That, however, requires that we approach with total seriousness the creation 
of a much more demanding economic environment, which will intensively spur 

us and press us hard economically, but also create the scope for the imple- 
mentation of the higher powers of the enterprise-economic sphere. That is the 
key prerequisite for creating interest in progressive plans, in utilizing 
modern methods of management. 


When elaborating the adopted measures, we must create much more favorable con- 
ditions for cooperation and mutual trust between central bodies and economic 
organizations, and eliminate, if possible, all that leads to the present 
haggling surrounding the standard of a plan, with the intention of concealing 
reserves. 


In connection with reinforcing flexibility, we also count on the promulgation 
of rules that would not only enable, but would even force economic organiza- 
tions to react promptly to changes in economic conditions occurring during 
medium and long-term plans. From economic organizations we will much more 
consistently be demanding the responsibility for asserting scientific- 
technical progress in practice, and for developing innovation processes. 

The decisive criterion, according to which we will assess organizations, will 
be the comparison of the technical-economic parameters of our products with the 
parameters of products of leading world exporters. 


The measures adopted for perfecting the system also reckon on the fact that in 
the enterprise-economic sphere there will occur a fuller implementation of the 
Khozraschet [economic accountability] principles. We envisage increasing the 
powers of organizations in financing technical development in particular by 
way of investments, reconstruction, and modernization. We will stimulate more 
intensively, above all, the results of those organizations that achieve 








increases in the efficiency of production and export. At the same time, how- 
ever, it is necessary to tighten conditions for organizations’ access to fi- 
nancial means, particularly by setting more demanding norms of material 
stimulation, including the wage sphere, the rules for setting prices, and 
the granting of credits, foreign currency, and subsidies. However, the 
realization of such measures depends on quality, especially of ranking per- 
sonnel. 


In leading positions, we urgently need people heading for new, albeit more dif- 
ficult tasks. We need people who do not wait for an order, who are capable of 
working on their own initiative and with determination. People who want to 
accomplish something, who want to excel in their metier, who want to be some- 
one, people not afraid of conflicts, people who will stand uncompromisingly on 
the side of the new. Such people and such ranking personnel must receive full 
support and be put into responsible posts. 


Comrades, your collectives--the collectives of the Tesla Roznov enterprise and 
the Valasske Mezirici illuminating glass enterprise--are working on important 
future-oriented sectors of the national economy. You have achieved many good 
results that prove that you know and love your work. For all that, I would 
like once more to sincerely thank you. 


At the same time, I would like to express the conviction that you will ap- 
proach that greater task that is facing you with the same responsibility 
and with the same zeal and initiative, simply in such a way as to make the 
next balance sheet look even better than the present one. 


I wish you many further successes. 


CSO: 2400/120 














CZECHOS LOVAKIA 


CSSR SEA, INLAND WATERWAY TRANSPORT CAPABILITY REVIEWED 
Sea Transport Capability 

East Berlin SEEWIRTSCHAFT in German No 3, 1984 pp 460-463 

{Article by Eng. Evzen Sknouril; Horst Dieter Foester] 


[Text] The CSSR is one of the countries in the world without direct access to 
the sea, but for which the 20 April 1924 international Agreement of Barcelona, 
according to which even states without seaports of their own were granted the 
right to fly a naval flag, forms the legal qualification for the development of 
a merchant fleet of its own. At that time this regulation merely applied to 
Czechoslovakia, Switzerland, Austria, and Bolivia but now other land-locked 
countries also have their own fleets. 


Up to 1945, Czechoslovakia had no merchant fleet of its own, for it carried on 
only very little overseas trade, thus did not require any large freight space 
on ships and did not have a definite base port in Europe. This situation did 
not basically change until after World War II, because since that time there 
are definite ports for CSSR ships in Poland and the GDR. 


In October 1948, a Company for International Forwarding and Maritime Shipping-- 
Metrans--was founded in the CSSR. Since after the founding of the PRC and other 
people's democracies in Asia it was necessary to develop commercial relations 
with these countries, too--but "Metrans"™ did not have any ships of its own-- 
ships of other shipping companies were chartered. However, since this became 
very expensive over an extended period, Czechoslovakia decided to use its own 
ships. Thus, in September 1951 "Metrans” purchased the Creek steamship 
“Evanthia" as a first ship. It was 30 years old, was reconditioned in Gdynia 
and put in service as “Republika” on 11 January 1952. The first crew consisted 
predominantly of Poles, only a few were Czechoslovaks. A short time later the 
ship became the property of the enterprise “Cechofracht" founded on 12 March 
1952. In May 1952, the “Republika” made its first voyage to China. On the way 
home, it encountered a severe typhoon and ran aground. The required repairs in 
Shanghai lasted for more than a year because some spare parts had to be shipped 
from the CSSR. 


In 1954 the fleet was enlarged. The steamship “Volta” was purchased in February 
and put in service as the “Julius Fucik.” This was followed in November of the 








same year by the first new con truction--the “Lidice” from Finland. Four years 
later (1958), the VEB Warnowverft, Warmemuende, cGelivered the MS “Dukla™” (type 
IV with 10,000/13,000 tdw). All ships were exclusively used on the Far East 
route. Effective 1 April 1959, these five ships were taken ower by the newly 
founded Ceskoslovenska Narmorni Plavba shipping company, Prague (CAP) according 
to the decree of the ministry of foreign trade; CNP was founded as a company 
with PRC equity investment. During a year, five additional ships vere purchased, 
including also a tanker and a passenger ship. CNP did not join any shipping 
liner association--an exception was the joint liner service founded on 

26 November 1962 with Empresa Navigacion Mambisa and Polskie Linie Oceaniczne 
under the designation CUBALCO, for which some LSSR ships operated on the 
Szczecin-Cuba line, starting in 1963. The PRC withdrew as a partner from the 
shipping company in 1967 »fter an equalization of capital was achieved by sales 
of ships to China. Mere. six ships remained under the CSSR flag and the pur- 
chase of new ships from then on could be better adjusted to the interests of 
Czechoslovak foreign trade. 





The CN? flagship, the “Vitkovice”, was built in England in 1966 and, with a 
41,207 tdw, is the biggest ship of the shipping company even now. At the end of 
the sixties, an additional four ships were delivered--"Blanik,” “Sitno,” 
"Radhost,” and “Krivan"--by the Polish shipyard Stocznia Szczecinska, Szczecin. 
These general cargo freighters with 5,300 tdw were earmarked for the Cuba line. 
On 6 August 1969, the CNP suffered a total loss; the freighter “Pionyr” (1960 
grt) on a voyage from Cuba to Europe ran aground on a reef about 3 miles from 
the island of Mayaguana because of a navigation error. No one was injured. But 
the rescue attempts were to no avail in trying to stop the breakup and sinking 
of the ship. Until 1975 another three bulk carriers--"lraha,” “Bratislava,” and 
"Trinec” were put in service. In 1973, the Warnowwerft delivered a modern semi- 
container freighter to the CNP with the MS "Mir” (type “Ocean,” 13,870 tdw). 


Between 1975 and 1980 the CSSR sold some ships and did not add any new ones. 

Not until starting in 1980 did the Yugoslav shipyard "3. Mai” in Rijeka deliver 
four partly automated general cargo/bulkcarrier ships, each with 15,000 tdw, to 
the CYP. The crew could be reduced to five men because the engine operation does 
not require watches. These ships--"Orava,” “Lipno,” “Slapy,” and “Urlik” are 
the latest additions of the shipping company to date. 


The ships were used for various purposes. The flagship "Vitkovice” was chartered 
to a Norwegian firm, the “Praha,” “Bratislava,” and “Trinec” carry iron ore from 
Brazil, while Brazilian charterers charter the ship for the return vovage. 


The “Kosice” is used for imports of phosphates from Murmansk via Hamburg, Ros tock 
or Szczecin. The freighter "“Lipno,” built in 1981, is also chartered out and 
operates as a tramp ship. The routes of travel Cuba, Near East/Far East, and 
Levante apply to all other ships. The following are mainly imported: sugar, 
molasses, tobacco, tropical fruits, rubber, cotton, and oils; especially machines, 
consumer goods, and tractors are the principal exports to these areas. 


In 1933, 14 ships with 260,000 tdw operated under CSSR flag; thus the country has 
the second largest fleet of all land-locked countries, second only to Switzerland. 
The plan for fleet development provides for 14 ships with 288,000 tdw for 1985. 
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Table 2. Present CNP Ships 
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Table 3. CSSR Ocean-Going Fleet During 1952-1983 
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D. Distance Traveled in Nautical Miles 
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All ships that are obsolete and no longer profitable are put out of service. A 
total of about 2 million tons of goods is to be transported in 1985, including 
1.5 million tons for the CSSR's own foreign trade. In 1990, at the end of the 
eighth 5-year plan, the fleet is to comprise 17 ships with a total capacity of 
316,000 tdw. It is estimated that the annual freight transport will then be 
2.3 million. Plans call for the purchase of six ships during 1984-1985 (three 
with 6,000 tdw each and three with 3,000 tdw each). Until 1990 one ship with 
about 15,000 tdw is then to be added annually; at the same time all shipsstart- 
ing with construction year 1975 and older will be sold. The new purchases will 
be built in the CEMA countries, Yugoslavia, Finland, and France. 


After the war, the captains and officers for the ships of the Ceskoslovenska 
Narmorni Plavbe were trained in Gdynia, Leningrad, and Odessa or Varna. in 
addition, until about 1967 officers from the PRC, Poland and the Soviet Union 
were employed on CNP ships. In the meantime, 15 students from the CSSR are being 
trained annually at merchant navy training schools in the Soviet Union and in 
Poland, so that in the foreseeable future only Czechoslovaks will be employed on 
CSSR ships. In 1975 there were 625 sailors, including 201 officers. In 1985 the 
numbers are supposed to be 880 and 280, respectively. By 1990 the total number 
of sailors will have grown to 1,000 persons. 


During the past 25 years the CNP ships have transported almost 25 million tons 
of goods, but the share in the CSSR foreign trade transported by sea was only 
about 15 percent. The other goods are transported by foreign ships. Transit 
ports in Europe include Gdynia, Szczecin, and Rostock, but about 20 other ports 
dispatch goods for the CSSR. 


Inland Waterway Capability 
East Berlin SEEWIRTSCHAFT in German No 9, 1984 pp 463-464 
{Article by Manfred Radloff/ 


[Text] The quantity of goods annually transported on CSSR rivers keeps on in- 
creasing. While in 1970 the quantity of goods amounted to only 4.5 million tons, 
1981 statistics already show about 11 million tons. The transported typeof 
goods include especially coal, building materials, and fertilizer. Transporting 
of containers and extra-heavy machine building parts has also increased. The 
present 5-year plan provides for an increase in transportation of goods by 1985 
to about 17 million tons--by the year 2000 the quantity of transported goods is 
to amount to about 30 million tons. 


The CSSR navigable waterways--at present 475 km--will be extended by 100 km by 
1990. The main transportation routes are the Elbe river over a distance of 212 
km, the Danube with 172 km, and the Vitava with 91 km. Responsible for river 
transportation are the two people-owned enterprises Czechoslovak Elbe-Odra 
Shipping with headquarters in Decin and Czechoslovak Danube Shipping with head- 
quarters in Bratislava. They possess a total of more than about 800 river boats 
of various sizes. Nearly 50 percent are pushboats or push barges--they are 

to constitute two thirds of the total. 








In addition to the inland waterways transport, which is largely carried out with 
the 49-boat so-called "Chvaletice flotilla" (transportation of coal to the 
Chvaletice powerplant), Elbe-Odra Shipping also handles foreign transports. In 
this connection, the sector between Decin and the Elbe ports of the GDR, a now 
already traditional relationship is of special importance. Since 1980, an 

annual quantity of about 260,000 tons of goods is shipped here. Shipping to 
Hamburg should also be mentioned; there containers are loaded on ocean-going 
ships and metallurgical material, malt, and general cargo are transported to the 
West European states. The CSSR also imports feed, oleaginous fruits and raw 
materials for the chemical industry via Hamburg. In 1980, about 1.8 million tons 
of goods were transported to and from Hamburg. Ports of Bulgaria, Hungary, Austria, 
Romania, and the USSR are the destinations of CSSR Danube shipping. Jointly with 
the USSR, Hungary, and Bulgaria, the CSSR is a partner in the “Interlighter" co- 
operative shipping company, which operates a combined river-ocean-going shipping 
line service between the Black Sea and ports in the Pacific by means of the 
lighters "Julius Fucik" and "Tibor Szamuely." 


Construction of the Czechoslovak-Hungarian Cabcikovo-Nagymaros hydroelectric 


. power complex on the Danube will be continued during this 5-year plan period, too. 


After completion of the work on this hydroelectric power system, conditions for 
shipping will also improve. After completion of the Romanian-Yugoslav Djerdap 
hydroelectric power plant at the Danube rapids and by traveling by way of the 
feed canal of the Gabcikovo hydroelectric power plant, the boats will be able to 
bypass the so-called ford sector east of Bratislava and thus will be able to 
travel from the Black Sea to Bratislava. This aspect will gain even greater im- 
portance in connection with a possible opening of the Rhine-Main-Danube canal. 


Starting from Prague-Holesovice, the Vltava River serves as a waterway for freight 
traffic. There are long-term plans for developing inland waterways shipping on 

the Vitava River. A control dam is now being built near Modrany south of Prague, 
by which the water level will be raised by one meter. Thus larger boats can also 
travel on the Vitava. Construction of the control dam is an important prerequisite 
for completing a new river port for Prague, which is being built in several stages 
near Radotin, where Viltava and Berounka meet. This port, which is located near 
Prague's Southwest city section, a gigantic site of new buildings, will have 9 
berths and 12 transshipment places; it will be 800 m long, 100 m wide, and almost 

5 m deep. Gravel, stones, and concrete elements from the plate factories will 

then arrive at the now biggest CSSR construction site--110,.J0 dwellings are 

being built here--primarily by water. First a transshipment place for an annual 
one million tons of crushed rock and gravel is being completed. In the second 
construction sector, an 80,000 square meter basin for the berths will be excavated. 
The entire Prague-Radotin port,after its completion,is supposed to achieve an 
annual transshipment performance of 3 million tons. Further development of the 
Berounka waterway is also connected with the river port project. It is planned 

to make the river navigable up to Plzen, almost a 100 km away. From here, heavy 
installations from the Skoda Works, Plzen, are to be transported by water to 
Prague-Radotin. 


The Odra, Waag, and March rivers have also been included in the CSSR canalization 
program. Another river port is being built in Sered at the Vah River. The port 
installations in Komarno, Prague-Holesovice, and in Bratislava-Palesniko are being 





enlarged. It is planned to build a basin with three loading and unloading 
places in the first enlargement section in Palesniko. The project also includes 


a container transshipment place, a roofed-over 6,800 square meter depot and 35 
km of railroad tracks. 
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GERMAN DEMOCRATIC REPUBLIC 


MINISTRY OFFICIAL COMMENTS ON GENERAL ENVIRONMENTAL PROBLEMS 
Helsinki HUFVUDSTADSBLADET in Swedish 22 Oct 84 p 5 


{Article by Kurt Husman: "East German Brown-Coal Smoke Serious 
Environmental Problem" ] 


[Text] East Germany has really only one kind of fuel to turn to that 
is found within its own borders: brown coal. 


But brown coal has a major drawback by reason of its being particularly 
unfriendly to the environment. 


East Germany annually burns 270 million metric tons of brown coal, and 

its combustion contains 4 million metric tons of sulfur dioxide, 1 million 
tons of dust and twice as much carbon dioxide as is emitted by its West 
German neighbor. 


Frank Herrmann, director of the environmental department in the East German 
Ministry for Environmental and Water Protection, believes that these 
problems are for the scientists to solve. 


And he is sure that they will be equal to the task. 


"We are confronted with a great challenge. On the one hand, we must try 
to improve environmental conditions in the industrial areas such as 
Leipzig and Halle and, on the other, we must promote an effective increase 
in production. It might of course be asked whether it is possible to 
combine the two tasks," says Herrmann. 


“Energy and resources must also be conserved. East Germany has a water 
shortage, for example. There are about 880 cubic meters per capita, 
whereas the average in all of Europe is 1,700 cubic meters per capita and 
12,000 cubic meters per capita in the entire world. This is a major 
problem in Leipzig, for example, where the same river water is used 

7 times. This places a great demand on the purification and rational use 
of water. Whereas industrial production is to grow 4 to 5 percent 
annually, water consumption is to be reduced by 5 percent annually. One 
example of a way to save is to convert from water to air cooling." 


“ 








Polluted Water 


Such measures are needed because about 60 percent of the GDR's water 
resources are polluted. 


In the area of raw materials, attention has been directed to the 70 to 80 
million tons of household waste produced annually. During 1983, 
approximately 30 million tons of household waste was recycled in production. 


There are receiving stations to facilitate the collection of sorted waste 
such as plastics, bottles, paper, batteries or worn-out automobile tires. 
Although the tires cannot be used now, it is thought that there may be 
some use for them in the future. Those who turn in waste receive a small 
payment for their trouble. 





The importance of recycling for the national economy is considerable: 
some 70 percent of the raw materials used in the steel industry are 
recycled, some 75 percent in the canning industry and 47 percent in the 
paper industry. The bleaching of paper is a burden on the water supply, 
and thus every attempt is being made to use exclusively recycled paper 
in products not requiring such high quality, for example, tickets or 
toilet paper. 


Such a troublesome product as waste oil is collected by service stations. 
With regard to nuclear waste--even more troublesome--low-radioactive 
waste is stored in abandoned salt mines, whereas highly radioactive waste 
is sent to the Soviet Union for reprocessing. 


The production of energy is a ticklish matter. The GDR gets 82 percent 
of its energy from brown coal, 12 percent from nuclear power plants and 
6 percent from natural gas and oil. 


Dying Forests 


This energy profile means high sulfur emissions, and Herrmann admits that 
75 percent of the fir and 20 percent of the spruce stands have been 
damaged in the worst-hit areas in the Harz and the Thuringian Forest. 

But he believes that it is not yet entirely clear what or who is most 

to blame or which country is the greatest pollutor. Even though he 
quietly assigned the blame to the West, it is a fact that Czechoslovakia, 
like the GDR, is using the extremely high-sulfur brown coal as fuel, 
especially since the energy crisis. 


When the trees are weakened by air pollution, they are most susceptible 
to insect attacks, will break under snow and ice or wither under the more 
intensive solar radiation. 





Through improved forestry techniques, it should be possible to check the 
death of the forests, Herrmann believes. For example, when a tree dies, 
a new one should be planted immediately, and the plant should come from a 
specimen with high resistance. Among the trees which have turned brown 
and are shedding, there are trees that are quite green and have not been 
attacked, and it is precisely from these specimens that seeds should be 
taken. 


"In order to reduce damage to the environment, we are attempting to use 
energy as reasonably as possible by lowering consumption, thus reducing 
energy loss to a minimum. Home heating is being geared to the weather, 
for example. But we are also using the waste heat of power plants for 

heating homes, water and greenhouses. This can be done when the resi- 

dential area is reasonably close to the power plant." 


Limestone binds Sulfur 


"We have also worked out a method for reducing sulfur emissions by 50 
to 60 percent through adding limestone to brown coal fires. The sulfur 
dioxide combines with the limestone to form a harmless sulfate," he 
continued. 


"We expect that by 1993 sulfur emissions will drop by 30 percent in the 
GDR." He referred also to the conference on the environment in Munich 
where the GDR and the Soviet Union backed the Nordic demand for a 
reduction of sulfur dioxide emissions by precisely 30 percent. 


Observers believed that the constructive attitude of the GDR and the 
Soviet Union was politically motivated to shame the United States and 
Great Britain, which persistently refused to pledge any reductions. 


"We are also interested in alternative forms of energy, but geothermal 
sources, for example, are only in the experimental stage at present. 
Experiments with solar energy have not yielded sufficiently promising 
results," said Herrmann. 


Emissions from 2-Cycle Engines 


Herrmann claimed that automobile emissions are no problem to speak of in 
the GDR. Two-cycle engines--used generally in the GDR--discharge a 
minimum of nitrogen, and there are thus no plans for installing catalytic 
converters in these cars. Also serving to reduce emissions are the speed 
limits: 100 km per hour on the autobahns and 80 km per hour on ordinary 
highways. Unleaded gasoline is also already available in certain places. 


To this might be added the fact that a Wartburg passenger car emits 
18 gm of carbon monoxide per kilometer and consumes one-fourth more low 
octane fuel than do comparable Western cars. 








On the subject of the Baltic Sea, Herrmann said that East Germany is 
working together on the area with all international bodies and is 
participating in 180 projects within the SEV [COMECON] framework. 
Finland, too, is taking part in many of these projects. Finland and 
the GDR also have working committecs which share experiences in 
questions of environmental protection and hold joint symposia. 


Drinkable Waste Water 


Herrmann gave assurances that East Germany has done much during the 
past several years to reduce the pollution of the Baltic. He cited 
the example of the Oder River, which empties into the Baltic. In 
Schwedt, 100 km upstream from the mouth of the Oder, there is a 
combine that produces plant insecticides and fertilizers and refines 
oil, all of which produce a discharge difficult to purify. Yet, 
purification is so effective that the waste water pumped out into 
the Oder is potable. 


The relatively bright picture of the condition of the environment 
painted by Herrmann is contradicted however by, for one, Professor 
Martin Janicke of the University of Berlin, who says that the average 
life span in East Germany would increase by 4 years if air pollution 
were reduced by one-half. The incidence of cancer would also drop 

by one-fourth if this were done. 


GDR citizens complain that such large amounts of plant insecticides 

are used that birds and wildlife are killed and that these insecticides, 
when sprayed from the air, often run off into and poison the rivers 

and lakes. Powerful fertilizers used to increase crop yields have 
poisoned the ground water in many places. The amounts of heavy metals 
such as lead, mercury and cadmium are also alarmingly high. 


PHOTO CAPTIONS [Photos not Reproduced] 


[1] People can fish in downtown East Berlin, but the water in the Spree 
is still so polluted that there is no pleasure in eating the fish. 


[2] For a long time East Germany has pursued the tall-smokestack policy, 
which means that its sulfur is spread over other countries. Now, however, 
the GDR has pledged to reduce sulfur emissions by 30 percent. Pictured 

is a power plant near Leipzig. 


[3] Brown coal is East Germany's most important fuel. The major drawback 
is the enormous sulfur dioxide emissions produced during combustion. 
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BRIEFS 


COOPERATION WITH MOZAMBIQUE--A protocol on the further cooperation in the 
field of fishery was signed in Maputo on 27 October by Klaus Borkmann, LCDR 
deputy minister for Bezirk administered industry and food industry, and 

Jose Teneiro de Almeida, state secretary for fishery of Mozambique. The 
Signing was the conclusion of a meeting of several days of the subcommittee 
for fishery of the GDR-Mozambique Economic Committee. At the meeting of the 
subcommittee questions of the vocational training and qualification of 
Mozambique working people in the GDR were discussed among other things. [Text] 
[East Berlin NEUES DEUTSCHLAND in German 29 Oct 84 p 2 AU] 


COOPERATION WITH SRV--A SRV delegation under the leadership of Y Ngong, member 
of the SRV State Council and first secretary of the Dac Lac Vietnam Communist 
Party provincial leadership, is paying a several-day visit to the GDR at the 
invitation of Dr Udo Dieter Wange, GDR minister for Bezirks-administered 
industry and foodstuffs industry. The state of cooperation in the field of 
planting and processing coffee was discussed during talks in which Nguyen Dang, 
SRV deputy minister of agriculture, also participated. During their stay the 
guests will also visit the Halle foodstuffs and coffee combine, the Rostock 

fish combine and the "Grosse Friedlaender Wise" land improvement project. [Text] 
{East Berlin NEVES DEUTSCHLAND in German 26 Oct 84 p 2 AU] 
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HUNGARY 


DECISION MAKING POWERS OF COUNCIL OF DIRECTORS, FUNCTIONS, COMPOSITION 
Budapest FIGYELO in Hungarian No 43, 25 Oct 84 pp 1, 4, 5 
{Article by Dr Sandor Varga] 


[Text] According to the Council of Ministers’ guidelines regarding councils of 
directors the membership includes: the managing director and deputy managing 
director of the enterprise; medium level managers designated on the recommenda- 
tion of the managing director and in charge of certain organizational units; 

two workers delegated by the trade union, and two enterprise technicians elected 
by the council of directors composed as above described. Thus most of the councils 
of directors currently operating consist of 15 to 17 members. (There are also 
councils of directors that are substantially smaller in number because the smaller 
enterprises work of necessity with smaller organizational units. But there are 
also cases where scarcely half of the managers of organizational units--class- 
ifiable, however, as “detached"--of an enterprise received representational 

rights on the council of directors.) 


Operation of the council of directors is regulated by the Operational Regulations 
approved by the body. Decisions are usually made by a voice majority although 
operational regulations in some subject areas prescribe a two-thirds majority. 
But here, too, there are differences in practice: in the case of four councils 

of directors 211 decisions are made by a simple majority, and at others a 
two-thirds majority vote is prescribed in matters regarding strategic questions, 
the internal management and incentive system, and the approval of medium-term 
plans. 


List 


-+-@ list of industrial enterprises operating with a council of directors. 
This listing is very inaccurate, but we acknowledge the inaccuracy is deliberate 
on our part. 


The official documents, decrees dealing with the councils of directors, guide- 
lines, and statements of position, terminology used by the Ministry of Industry, 
and the professional literature dealing with this subject do not recognize the 
expression “council of directors"; rather with a fine distinction--and we must 
emphasize it all the more emphatically--they use the term “councils of directors 
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with decisionmaking powers." The reason is we have respect for names. And also 
there is the wish to avoid any misunderstandings as to why the enterprise 
councils of directors were created. It is true that these bodies still do not 
function--cannot function!--as expected by councils of directors in the 
classical sense. Frequently they do not make decisions as they should because, 
among other things, others (also) make decisions along with them or in place 

of them, and it is still by no means certain that in this decisionmaking 
structure consisting of a number of steps that the decisions made by the 
“councils of directors with decisionmaking powers" will be definitive. Knowing 
all this, let us realize that impatience in this regard is futile and irrational. 
we are discussing new organizational bodies which are merely trying to call 
attention to the phenomenon because some of those enterprises where councils 

of directors are operating will be guided, it may be anticipated, by enterprise 
councils--exercising in part the same functions--beginning in 1985, and it may 
also be expected that councils of directors will be established at other 
enterprises. 


At present councils of directors are operating at the following 26 enter- 
prises: Borsod Chemical Combine, Borsod Coal Mines, Budapest Leather Industry 
Enterprise, BUDAPRINT Cotton Printing Industry, Danube Iron Works, Ganz 
Electrical Works, Rayon Knitwear Factory, IKARUS Carriage and Vehicle Factory, 
Lampart Chemical Industry Machine Factory, Lenin Metallurgical Works, Hungarian 
Ship and Crane Factory, Hungarian Silk Industry Enterprise, Matraalja Coal 
Mines, Mecsek Coal Mines, Nograd Coal Mines, Oroszlany Coal Mines, National 
Ore and Mineral Mines, Ozd Metallurgical Plants, Cotton Spinning Industry 
Enterprise, Pet Nitrogen Works, Salgotarjan Metallurgical Works, Machine Tool 
Industry Works, Tatabanya Coal Mines, TUNGSRAM Corporation, TAURUS Rubber 
Industry Enterprise, Veszprem Coal Mines. 


The Mechanism of Coordination 


At the first of the year the Ministry of Industry institutionalized councils of 
directors with decisionmaking powers at 26 enterprises in order that by strength- 
ening the corporate nature of enterprise decisions more favorable conditions 
could be developed for raising the professional level of managers, establishing 
better bases for strategic decisions of enterprises and increasing the effect- 
iveness of management. These enterprises employ about one-fourth of the 
personnel in the Ministry of Industry. 


The Industrial Economic Institute has investigated the functioning thus far 

of the councils of directors at 23 enterprises--by means of questionnaire 
surveys, personal interviews and by studying enterprise documents. Evidence 
indicates that the councils of directors are gradually being structured into 
the management system of the enterprises. The operation of the bodies appears 
advantageous from many points of view, but we still need a reliable survey to 
help determine to what extent the advantages latent in the possibilities can 
be used for practical benefits. Enterprise experts are in agreement by now 
that with the operation of the councils of directors the decisionmaking 
mechanism in any event appears more democratic. It is undoubtedly an advantage 
that the best professional personnel make the decisions determining the future 
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of the enterprise so that the council of directors can within the enterprise 
have open representation and coordination of various interests. And it is 
important that with the operation of the councils of directors a clearer 
situation is developing in enterprise management; it is more clearly evident 
in any given important matter where the members of the enterprise leadership 
stand. And in order that the decisions of the council of directors might be 
better founded, it would be favored at the enterprise if the councils of 
directors might be represented at outside forums important in development 
matters. 


The bodies operate in various ways. In the first half of the year only the 
constituent meeting was held at four enterprises, while six enterprises held 
two meetings. But at the Danube Iron Works 23 items of agenda were discussed 
at 8 meetings, at the Cotton Printing Industry Enterprise 13 items at 6 
meetings, and at the Hungarian Ship and Crane Factory 15 items at 5 meetings. 
Occasionally subjects are brought up which do not belong to the sphere of 
authority of these bodies because ihey cannot be regarded as basic strategic 
problems from the viewpoint of «he enterprise's operation and development. 
(For example, foreign vacatior. exchanges, foreign travel plans, preparation 
of youth parliaments, and sc forth.) It happens with relative frequency that 
the managing director will ask for the views and advice of the council of 
directors in matters not belonging to that body's sphere of authority. For 
example, one council of directors dealt with more than a dozen cases in the 
first half of the year, but these included only three subjects that required 
decisionmaking. 


It is obvious that the first condition for the successful operation of the 
councils of directors is the proper preparation of the matter requiring a 
decisionmaking, a manifold approach to the subject under discussion and working 
out the alternatives. In our investigations we found cases where the councils 
of directors had arrived at a premature decision because of inadequate dis- 
cussion material. There are enterprises where almost every important decision 
of the council of directors was made after the proposals were discussed a 
number of times, which indicates the learning process in this new type of 
corporate work. At 10 enterprises the decisions were made unanimously. At 
the other enterprises there was a division in the vote regarding one or two 
items on the agenda, alltogether the opposition votes came to no more than one 
or two. A greater division in the vote occurred only in a few instances, 
primarily in discussions regarding the modification of the internal guidance- 
incentive systen. 


The councils of directors were shaped in such a way that the sphere of authority 
and forum system fixed in the resolutions and the statutory provisions of the 
social organizations were not changed. The local party organization, the trade 
union bodies and the council of directors discuss and decide--in various areas 
of authority combinations--important matters of enterprise life. The enter- 
prises have not as yet developed a special order of discussion, the mechanism 

of coordination. Regarding the internal incentive system of the enterprise, 

the trade unions have the right of concurrence. What should be the order of 





discussion? The practice at some enterprises in such subjects is for the trade 
union to take a position, and thereafter the council of directors makes its 
decision. Yes, but what happens when the council of directors wishes to 
approve a solution at variance with the trade union position? How many times 
is it possible to discuss the subject in order to make the necessary adjust- 
ments? 


At one metallurgical enterprise they opted for the solution of discussing 
such matters at combined meetings of the bodies affected. At several enter- 
prises it was recommended that the system of cooperation for the social 
organization and the council of directors should be regulated in central 
resolutions or in statutory provisions, perhaps in a joint resolution of the 
Council of Ministers and SZOT [National Council of Trade Unions]. At some 
enterprises the point was made that the responsibilities of the maraging 
director and the council of directors should be regulated more exactly 

by statutory provision. 


At some enterprises they are of the opinion that formal elements also encumber 
the operations of the council of directors, and the possibility exists that a 
managing director of strong will and resolution can in any event have the 
members of the council of directors accept his views. 


At one enterprise they present to the council of directors as soon as 
possible important proposals for modifying the internal incentive system 
of the enterprise. They have become aware that the factory unit managers 
who have a place on the council of directors are in practice insensitive 
to market conditions because of weaknesses in the internal guidance and 
incentive system; they have no interest in the success or failure of a 
development program, its economic profitability or lack of profitability. 
In such a case, however, how should they weigh and on the basis of what 
considerations should they decide--as members of the council of directors-- 
strategic questions, for example, important for the future of the enter- 
prise? 


The council of directors can become a creatively thinking body that makes 
actual collective decisions onlv if its members accept self-accounting 
responsibility and make decisions in representation of market-sensitive 
factory units and enterprise departments. 


It is also advisable to take into consideration the experiences of the 

council of directors with decisionmaking powers when preparing the new enter- 
prise management forms, primarily when preparing legal regulations for the 
enterprise council and developing guidelines for their operation or conversion. 
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HUNGARY 


ECONOMIC RELATIONS WITHIN CEMA DISCUSSED 
Budapest KOZGAZDASAGI SZEMLE in Hungarian No 10, Oct 84 pp 1235-1244 


[Article by Dr Andras Koves, candidate, chief of main science department, 
Business Cycle and Market Research Institute: " "Implicit Subsidies' and 
Several Questions of Economic Contacts Within CEMA" (Notes on the Analyses of 
Michael Marrese and Jan Vanous. M. Marrese and J. Vanous: "Soviet Subsidiza- 
tion of Trade with Eastern Europe: A Soviet Perspective,” University of 
California, Berkeley, Institute of International Studies, 1983. M. Marrese 
and J. Vanous: “Soviet Policy Options in Trade Relations with Eastern Europe," 
Prepared for the Joint Economic Committee (US Congress). Compendium: 

Soviet Economy in the 1980's: Problems and Prospects, 1982) / 


[Text] It is of fundamental importance from the viewpoint of the European 
CEMA countries that since 1973 not only has their global economic environment 
in the broadest sense changed but also the conditions for their narrower 
cooperation--within CEMA--have been modified significantly. It is understand- 
able that the attention of Western researchers analysing the economic situation 
and external economic contacts of the CEMA countries also is directed toward 
the changing conditions for CEMA cooperation, just as their colleagues (for 
example, Hungarian) active in the socialist countries are trying to show that 
a number of the ideas, which became commonplace earlier, pertaining to the 
economic contacts within CEMA are outmoded and do not correspond to the new 
facts, to trends which have unfolded in the past 10 years. 


It is also understandable that while the Hungarian professional literature 
examines the changing conditions, including the economic consequences of the 
constant deterioration of acquisition conditions within CEMA and the 
increasingly serious physical limits on acquisition and the economic policy 
constraints deriving from them, primarily from the Hungarian point of view, 
others--thus, for example, the US researchers mentioned--are trying to 
demonstrate primarily what this change in conditions has brought to the 
Soviet Unions. 


The Nature of Subsidization 


Two American researchers, Michael Marrese, a professor at Northwestern 
University, and Jan Vanous, of the Wharton Econometric Forecasting Associates, 
have studied trade withir CEMA from the latter point of view. According to 





their calculations the Soviet Union has given the Eastern European countries 
significant implicit subsidies, swiftly increasing in the last few years; that 
is, it has shipped to them raw material and fuel at below the world market 
prices and purchased from them industrial articles (primarily machines) at 
prices higher than for what products of similar quality and modernness could 
have been obtained in the West. According to their data the Soviet subsidies 
extended to the six small European CEMA countries increased swiftly after 
1973, but especially since the second oil price explosion. In 1971-1972 they 
did not yet reach one billion dollars per year, in 1973 jumped to 1.6 billion, 
between 1974 and 1979 they varied around 5-6 billion per year, in 1979 they 
rose to 10.4 billion dollars, in 1980 to 17.5 billion, in 1981 to 18.6 billion 
and in 1982 came to 15 billion dollars. The total of the implicit subsidies 
extended by the Soviet Union between 1973 and 1981 exceeds by many times the 
balance deficit which piled up in the Western trade of the other CEMA 
countries. 


According to their explanation the essence of the "implicit" subsidization 
is that the Soviet terms of trade within CEMA are less favorable than when 
trading with the West. And the reason for this is that in trade withi: CEMA 
the Soviet Union is inclined to export more hard articles than it imports 
and is inclined to buy more soft articles than it sells. Thus the implicit 
subsidy is a burden with the character of an “opportunity cost"; that is, 

it is the price of the fact that the Soviet Union conducts a part of its 
foreign trade with the six smaller European CEMA countries not at world 
market prices but rather at contract prices within CEMA. 


Thus the implicit subsidy is equal to the sum by which Soviet export going to 
the six countries at world market (East-West commercial) prices exceeds the 
value of this same export at CEMA prices plus the amount by which import coming 
from the six countries at world market prices falls below the import value 
calculated at contract prices within CEMA. Thus it is possible that while 
according to official statistical data the trade of the Soviet Union with 

the six showed only a relatively small active balance in the 1970's, the trade 
balance calculated at hypothetical, world market prices shows a great surplus, 
that is a gigantic hidden or implicit subsidy. 


Naturally not much more is involved than a quantification by a gigantic 
statistical and econometric apparatus of the well recognized fact that if they 
had had to obtain raw material and fuel at world market prices, paying in 
dollars, and had had to sell the industrial articles manufactured by them in 
the West then the six smaller European CEMA countries would have gotten into 
even more serious economic difficulties than those they actually face. But 
the magnitude of the implicit subsidies demonstrated by Marrese and Vanous, 
and especially the jump in them in recent years, has given occasion for 
additional conclusions among American economists; according to them the 
economic dependence of the small CEMA countries on the Soviet Union has 
increased greatly. The greater the difference between CEMA and world market 
prices, to the benefit of the former, the more expensive and burdensome it is 
for the smaller countries to develop contacts with the outside world and the 
more weighty are the arguments for trying to solve their economic problems to 
the greatest possible extent within the framework of CEMA cooperation. 





The matter is most interesting from che viewpoint of American policy: To the 
extent that it is true that a turning inward is unavoidable the possibilities 
for developing trade with the Eastern European countries decrease to the same 
degree. 


The calculations of Marrese and Vanous aroused great attention and sharp 
debates among Americans studying the East. The debate extended to the 
theoretical questions connected with an interpretation of the concept of 
implicit subsidy and to the calculations carried out by them. For example, 
the Bloomington professor Paul Marer (like many of his Western colleagues) 
feels that the authors significantly overestimate the pagnitude of the 
subsidization of industrial article trade within CEMA. This is not a 
negligible objection, because according to the calculations of Marrese and 
Vanous between 1975 and 1979, for example, at least 44 percent of the total 
subsidy in every year was linked to industrial article trade. 


Implicit Subsidies and Economic Advantages 


How should we interpret the implicit subsidies? Marrese and Vanous 
definitely warn against an extensive interpretation of the results of the 
analysis. "The implicit subsidies... do not mean a quantitative judgment as 
to how much better off the several CEMA countries are as a result of 
association with the Soviet Union within CEMA." (M. Marrese and J. Vanous: 
"Soviet Subsidization".... p 8.) This point cannot be emphasized enough. 
Not only because Marrese and Vanous study only the implicit subsidies 
arising in Soviet-East European trade, and do not deal with the fact that the 
eastern European countries themselves, in other relationships as part of 

the association within CEMA, may extend "implicit" or explicit subsidies. 

It is a more fundamental aspect than this that the dynamic advantages and 
disadvantages deriving from economic contacts cannot be judged on the basis 
of foreign trade prices alone. To buy oil from the Soviet Union for half 
the world market price--and to pay for it in rubles--was certainly extra- 
ordinarily advantageous, but if this oil is used--let us say--as fuel for 
trucks the consumption of wuich is two times the average international 
consumption level, then this advantage is lost. Of course, in the short 
term, those trucks have to be filled with the cheapest possible fuel being 
traded in the countries in question. But in the longer term the trucks with 
the high fuel consumption (and in general the poorer efficiency energy use 
and the excessively energy demanding nature of the economic structure) are 
consequences of that same system of economic contacts which made possible the 
purchase of oil below the world market price. 


The fact that the smaller CEMA countries cover the crucial part of their 

raw material import from Soviet shipments was not some sort of separate “raw 
material policy" decision but rather is an inseparable appurtenance of an 
entire economic policy conception of more than 30 years standing, part of a 
system of contacts within CEMA which wanted to carry out the tasks of 
economic growth, technical development, modernization and raising the 
standard of living not through effective participation in the world economy 


division of labor but which was directed rather at having the member countries 





themselves produce the largest possible part of the goods needed by their 
community. This idea--which from the beginning led to the fact that the trade 
of the CEMA countries with one another made up the crucial part of their 
total foreign trade--had a number of consequences which are inseparable from 
one another. The fact that the six smaller CEMA countries obtain the crucial 
part of the necessary imported raw materials from the Soviet Union and ship a 
significant part of their processing industry export articles to the Soviet 
Union is a part and a consequence of that process which has determined the 
development of the economic structure of the several countries, the development 
of their level of efficiency, the chief directions of technical development, 
the world market competitiveness of the industrial articles produced, etc. 


Thus only a good bit more complex criterion system than a comparison of 
internal and world market prices is suitable for making a judgment of the 
advantages and disadvantages of contacts within CEMA. The criteria themselves, 
naturally, may change as a function of the economic policy priorities of the 
several countries. In that long period in which the eastern European countries 
were striving primarily for swift economic growth it was justified to regard 
contacts within CEMA primarily as growth impulses. Fixing mutual shipment 
prescriptions for a long term could be an important factor for vigorous 

and balanced growth as long as a dynamic growth in export to a sure market 
with great absorbing capacity could be based on a swift expansion of import, 

as long as the acquisition conditions did not change or if their changes 

could be foreseen way ahead. One could justly say that the supply and 
marketing security constituting a condition for the smaller countries even 

if the developmental policy aiming not at closer contacts with the world 
economy but rather at import replacement at the regional (CEMA) level 

forced an increase in efficiency into the background (despite statements 

to the contrary). 


The marketing security within CEMA, for example, was only one consequence of 

a process which on the other side--on markets outside of CEMA--became a 

source of a high degree of marketing insecurity. And it is well known that 
development oriented to the CEMA markets required the development of a 
different sort of economic (branch and product) structure than increasing 
export to the world market (and the latter was neglected as a developmental 
policy goal), it posed different requirements in regard to the quality and 
selection of goods and marketing activity and--what is perhaps most 
important--for all these reasons it required different sorts of economic 
mechanisms, a different sort of contacts between economic guiding organizations 
and enterprises, a different sort of enterprises and individual behavior, 
indeed, in many respects, it required and developed a different sort of 

social policy priorities, a different sort of science and education policy than 
what successful work on the Western markets and sure and economical marketing 
there would have warranted. 


The importance of these features increased especially when--beginning in the 
middle 1970's--the growth maintaining role of CEMA cooperation decreased in 
the Eastern European countries and the chief problem of these countries 
became a punctual servicing of their indebtedness in convertible currencies 
and increasing export to the world market. 





Examining the question from the viewpoint of the latter problems one can 
divide up the advantages and disadvantages of CEMA cooperation on the basis 
at two different approaches. On the one hand one can analyse the question of 
how the real processes taking place in trade among the CEMA countries, pro- 
cesses which can be apprehended statistically, affect in their totality the 
possibilities of the Eastern European countries in trade conducted in hard 
currency. As it will appear from later parts of this article the author of 
these lines feels that in this respect--despite the advantageous difference 
between the CEMA and world market prices--the changes which have taken place 
in cooperation within CEMA in recent years have had primarily disadvantageous 
effects. On the other hand one can examine the system of cooperation from 
the viewpoint of whether it aids, and to what extent, to improve the world 
market export capability of the member countries (or--what is the same 
thing--their ability to replace import economically). In this connection 

we must say categorically that in a situation where the CEMA countries are 
seriously in debt to the West it is especially unfavorable that the reform 
proposals of the 1960's aimed at strengthening the commodity and money 
(market) relationships in cooperation within CEMA remained unrealized; 
indeed, in the past decade, the developments which have taken place tended 

in the opposite direction. 


To mention only one, generally recognized example: In a system of trade 

within CEMA based on bilateral inter-state agreements, establishing the 
commodity lists and the volume of goods to be delivered precedes, logically 
and in time, an agreement on the prices. In an intricate system of combination 
sales this necessarily means that every commodity is not categorized by its 
own properties but rather by what concrete commodity can be obtained in 
exchange, or--to put it differently--what commodity would not be imported if 
the commodity in questions were removed from the export list. That is, 
whether any commodity is exported or not is a function not of the price 

which can be obtained, not a function of the economicalness of the given 
export deal (the economicuiness of it cannot even be interpreted in itself), 
but rather is a function of trade policy considerations or, more precisely, 

of the unique logic of the given bilateral contact system. It is understandable 
that this practice to a high degree hampers the modernization of the 
production structure; it can conserve an obsolete, inefficient structure. 

Thus the prices and price ratios figuring in the inter-state agreements 

coming into existence in this way are influenced to a large degree by the need 
for a bilateral balancing of the trade balances and not by the properties 

of the goods. Thus they do not adequately reflect and do not make comparable 
the performance embodied in the various goods (and as a consequence of 
bilateralism the prices of the same product differ case by case; better 
quality, more modern goods are not necessarily rewarded, and the weaker and 
obsolete goods are punished less. All this puts strict limits on the interest 
of exporters in increasing (or trying to increase) their income by improving 
performance, replacing products or increasing the technical level of a 

given product, achieving better quality, etc. 


So this mechanism makes very difficult the efficiency-oriented development 
which is so important from the viewpoint of world market contacts, a 
development whereby one could realize a continual change in the production 





structure on the basis of international demand and cost relationships. In 
addition, the non-market character of CEMA cooperation has a dual negative 
effect directly on export directed to the West: 1. Those products which 

are manufactured for socialist export, for the most part, cannot be sold 

on the world market too, or can be sold only with considerable modifications. 
The entire problem of quality price concessions, which figures in the book 
of Marrese and Vanous, is connected with this. 2. With the production of an 
increasing quantity of goods which cannot be sold on the Western markets, 

the microeconomic adjustment to changing world economy conditions becomes 
extraordinarily difficult--and we regard this as the more serious consequence. 
This adjustment would require developing enterprise development and 
production policies, forms of behavior, interest and constraint mechanisms, 
capabilities, etc, which differ radically from CEMA cooperation. 


Interpreting Price Trends Within CEMA After 1973 


Thus, according to the authors, the implicit subsidies do not contain a 

value judgment about the dynamic advantages or disadvantages of cooperation 
within CEMA, but they do show “how much the Soviet Union is inclined to 

hand over to the six CEMA countries in order to continue to receive the 
non-market advantages from East Europe.” (They are thinking of those defense, 
political and other advantages which they also call “non-traditional 
commercial advantages.) 


The emphasis on Soviet “inclination” is the problem here. As Marrese and 
Vanous also demonstrate a significant part of the implicit subsidies after 
1973 derived not from a Soviet decision but rather were a consequence of 
the OPEC price increases, and so they make a distinction between "intended" 
and “unintended" subsidies. World market oil prices increased so swiftly 
that even switching to a sliding price base in 1975 was not able to stop an 
increase, between 1979 and 1982, in the difference between world market and 
CEMA oil prices, even though the new price principle was intended to let 
CEMA prices catch up more quickly than before to the world market prices, 
that is to eliminate relatively quickly the implicit subsidy, or at least 
not have it increase excessively. 


That the new price fixing mechanism did not achieve this goal is entirely 
the fault of OPEC and did not depend on any development within CEMA. In 
principle, of course, in the new situation one might have imagined a price 
fixing formula which would have accelerated more the process of catching up 
with the world market prices. 


The fact that this did not happen, is, according to Marrese and Vanous, one 
of the chief proofs that the increase in the implicit subsidies was not only 
an unforeseen consequence of the price system within CEMA but also a 
deliberate Soviet decision. Thus the authors--although they do not interpret 
the implicit subsidies as a sort of aid but rather as one element in a 
complex system of contacts based on many types of interests in which the 
Soviet Union offers commercial advantages (the implicit subsidies) in 
exchange for the non-traditional commercial advantages--speak of a Soviet 





decision, and not of the result of a bargaining process. But it would follow 
from this very concept that the Soviet Union has no way of deciding freely 
whether to ship its exportable goods to the CEMA countries, paying with rubles, 
or to the West, where they would get dollars for them. So obviously the 
development of the conditions for trade (or determining the magnitude of 

the implicit subsidies) can take place only in a mutual bargaining process. 


But independent of the mechanism of price decisions within CEMA it would have 
been difficult to justify a repeated review of the price system--just in the 
midst of the second oil price explosion. The increase in the implicit subsidy 
has nothing to do with the fact that exporting oil to the CEMA countries 
would have meant greater expense, an effective burden and sacrifice for the 
Soviet Union. On the contrary, while the implicit subsidy increased, the 
CEMA prices significantly and constantly increased. The implicit subsidy 
means only that CEMA export brings less income compared to other export--to 
the West. However significant the lost income was, the free currency and 
ruble receipts from oil export increased to a gigantic degree in the meantime. 
In this situation the fact that the price increase was not accelerated at 

a rate above that which followed from the price setting mechanism valid 

since 1975 could be simply an indication of a realistic evaluation of the 
situation. What might have been the consequences of a supplementary increase 
in oil prices within CEMA? It could hardly be expected chat the importing 
countries would decrease the quantity of oil purchased for price reasons 

and that because of this the Soviet Union could increase its oil sales to the 
West. (Nor was there a need to encourage the importers to conserve by 
increasing prices in order to regroup the export commodity bases--when this 
became unavoidable as a result of the need for free currency.) So the only 
sense in increasing prices would have been to have the oil importer countries 
increase more quickly their export to the Soviet Union, for the more expensive 
oil. But because of the deterioration in their terms of trade a quantitative 
increase in their export to the Soviet Union would significantly exceed 

that of import. Their burdens also increased because in recent years the 
Soviet efforts aimed at “hardening" their deliveries had strengthened greatly. 
It is enough to think of the investment contributions or of the fact that, 
from the Soviet side, there is a constantly increasing need for a transforma- 
tion of their export structure which will make necessary not only an increase, 
more significant than earlier, in the dollar import content of deliveries 

to the Soviet Union but also forces into the background a number of branches 
which up to now had been formed and had developed dynamically according to 
Soviet needs. For all these reasons it is very doubtful, amidst conditions 
of their slower economic growth (stagnation) how much the smaller CEMA 
countries would have been capable--if they were (or are) capable at all--of 
accelerating additionally an increase in export, especially in those branches 
the products of which the Soviet Union primarily needs. So making the oil 
more expensive would have led only to the increasing indebtedness of the 
importing countries vis-a-vis the Soviet Union, which is not the goal of the 
Soviet Union in regard to the cooperation mechanism within CEMA. 


The other way to decrease the implicit subsidies is to decrease the quantity 
of deliveries. In this connection we must emphasize not only that this 





happened in 1982 in regard to the most important raw material, petroleun, 

but also that--at least since the middle 1970's--a limiting of Soviet hard 
article deliveries (stagnation or decline in some cases and a reduction in the 
rate of growth in other cases) has been characteristic of trade within CEMA. 


So, if we study the Soviet-East European economic contacts of the past decade 
then--to use the words of Marrese and Vanous--we must consider a Soviet effort 
aimed at limiting the implicit subsidies to be fundamental, although the 
process of hardening the .elivery conditions did nok accelerate to the same 
degree that the world market oil prices "exploded".~ This is our most 
important observation in connection with the findings of Marrese and Vanous: 
The figures reflecting the effects of the world market price explosion deflect 
attention from the fact that since the middle 1970's a process has been taking 
place in the economic contacts within CEMA which, in regard to its character, 
is just contrary to what is in the center of their study. 


Soviet Raw Material Export and Economic Contacts Within CEMA 


lt is another question that the limitation on Soviet hard article deliveries 
raises many complex questions even from the Soviet viewpoint. According to 
the already described thesis of Marrese and Vanous the source of the implicit 
subsidies is that the Soviet Union was inclined to export to East Europe 

more hard articles than it imported from East Europe and was inclined 

to import more soft articles from East Europe than it exported to 

East Europe. 


In itself, naturally, this statement is true. But what is the explanation 

of this inclination? How can we explain the fact that this structure of 

trade between the Soviet Union and East Europe, which developed from the 
beginning, has survived so stubbornly, a structure which is characterized 

by the fact, among other things, that the Soviet Union assumes the role of 

raw material supplier--in part in return for the industrial article deliveries 
of the other countries? 


Judging by frequent Soviet statements this did not at all depend on Soviet 
intentions and notions. As Marrese and Vanous write, this structure was 
judged to be disadvantageous for the Soviet side even in the 1950's. Since the 
end of the 1960's and the beginning of the 1970's, Soviet researchers have 
emphasized that economic contacts within CEMA could not develop properly in 
the future if the chief area of trade continued to be the exchange of Soviet 
raw materials for East European industrial articles. Only a mutual industrial 
article trade could be a factor in making the trade dynamic. Looking back 
there can be no doubt that their warnings were justified; despite every effort 
of the importers, the slowing of the growth of Soviet raw material production 
led to a gradual slowing of the quantitative growth of Soviet raw material 
export to the CEMA countries, then to its stagnation, and in a number of 

areas to its decline. 


But the slowing was not accompanied by an increase in the significance of 
Soviet industrial article export. Traditionally the increase in Soviet 
industrial article export to the CEMA countries has depended not primarily 





on the purchasing desires or inclinations of the importers but rather on the 
Soviet export supply; on whether it proved quantitatively sufficient; on the 
extent to which it met the changing seeds of the importers in regard to 
composition and modernness, variety, delivery conditions, etc. In many 
respects the difficulties are similar--in regard to their character if not 
their magnitude--to those which binder the development of Soviet industrial 
article export to the West also. 


The situation has not changed significantly after 1973 either, although 
because of the increasing indebtedness of the East European countries they 
have tried to shift the industrial article import coming from the West to 
import within CEMA and so they have sought more intensively than before 
possibilities for increasing acquisition from the Soviet Union. The lack 

of success can be explained on the one hand by commodity structure and 
technicalities. They would have needed primarily intermediate products, 

but due to causes within the Soviet and CEMA cooperation mechanism trade 

in intermediate products is the most backward part of CEMA trade, as is 
well known. On the other hand the situation of Soviet-East European trade 
which had developed by the end of the decade did not favor the coming to the 
fore of Soviet industrial article export. To approach the question from 

the side of Soviet priorities: The significance of increasing industrial 
article export in the development of the trade balance (with CEMA countries) 
decreased as a result of the shift in Soviet export price ratios to the 
benefit of raw materials and fuels. The increase in raw material prices, 
even with a slowly increasing export volume, resulted in extra income 
compared to which the increase in receipts which could be obtained by a 
quantitative increase in industrial article export was dwarfed. Because of 
the limited delivery capability of the East European countries there was 
nothing to force Soviet industrial article export either. This--and the 
forced pace of oil price increases--would probably have led only to increasing 
indebtedness vis-a-vis the Soviet Union and not to an acceleration of the 
increase in import from East Europe. In addition it would have been much 
more difficult than it was earlier to force this, because since the middle 
1970's--and to an especially large degree between 1979 and 1982--the growth 
of Soviet industrial production slowed, technical development became slower 
and the internal economic tensions increased. 


If we add to all this that the Soviet foodstuffs export to the CEMA countries, 
of considerable size earlier, shrunk to a minimum in the 1970's then we 

get a different light on why the Soviet balance remained lastingly positive in 
hard article trade within CEMA (and remained lastingly negative in soft 
article trade). It turns out that this was the only real alternative for 
avoiding a decline in trade within CEMA. Even so trade within CEMA suffered 
from the slowing and stagnation of an expansion of Soviet raw material export 
which actually did take place. A more radical reduction of it--in the name 

of a more balanced trade in hard and soft articles--would have endangered 

and would endanger the maintenance of that material base on which Soviet-East 
European economic cooperation is built, and would have led or would lead to 

a substantial decline in trade--which obviously is contrary to Soviet 
intentions too. 





External Economic Policy Consequences 


As we have mentioned, western authors regard the magnitude of the implicit 
subsidies as an important argument--together with the indebtedness and the 
forced economic restrictions--in support of the prognosis according to which 
the economy of the CEMA countries in the coming decade will develop in the 
direction of a high degree of turning inward on a regional scale. 


One can hardly deny that the arguments for a turning inward--or more precisely 
emphasizing the difficulties of an outward turning policy, opening toward 

the world economy--are most impressive.” The smaller CEMA countries are 
seriously in debt, and so they are forced to cut back on import in the 
convertible relationship, they are importing from outside CEMA only the most 
necessary goods (or not even those). It is another argument for the cut 

back in this import, indeed for replacing it with CEMA relationship import 
where possible, that there is a gigantic difference between the prices of 

the two relationships. 


In truth, if oil within CEMA costs only half of the world market price (and, 

in addition, one can pay for it with rubles, which are relatively easy to 
generate) then no one will decide that he must buy oil (or even a part of it) 
at the world market price in--let us say--Saudi Arabia instead of from the 
Soviet Union. Even if the price differences are much smaller than in our 
example--as is the case for most other raw materials--still they will certainly 
take advantage of the cheaper goods within CEMA. What is more, even if 

the prices within CEMA are nominally the same as the world market prices they 
will still choose acquisition there--as long as the payment or countervalue 
conditions are more favorable. 


If, however, the price difference is small then the implicit subsidy loses 
much of its weight as an argument making a turning inward necessary. So it 

is important that according to every sign the jump in the value of the implicit 
subsidies after 1979 is proving temporary. The decrease in world market oil 
prices may lead to a situation in the near future in which the CEMA oil prices 
in the present price fixing mechanism must exceed the world market prices, 

and thus the implicit subsidy, or the necessity of turning inward which is 
linked to it, will disappear from the agenda. 


But our chief objection to the system of argument under discussion is not 
linked to the question of how world market prices will develop in the future, 
but rather to the interpretation of the economic processes taking place within 
CEMA. The logic of the argument of the American authors is as follows: The 
gigantic magnitude of the implicit subsidy makes capitalist import relatively 
more expensive, compared to acquisition within the CEMA relationship. This 
price difference has a deterrent, prohibitive effect. One cannot choose 
Western import in place of (or in addition to) CEMA import. One cannot 
decide for anything but CEMA import. Every other decision leads to impotence 
in a given economic situation. 


But this line of argument greatly oversimplifies the processes of economic 
contacts within CEMA. It regards the formation of the implicit subsidy as 
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by far the most important process, which by itself sets the direction of the 
external economic policy decisions possible for the importing countries. In 
reality, however, the action limits and possibilities in the area of CEMA 
contacts are determined by a number of processes which take place 
simultaneously--before all else limits on import acquisition possibilities 
and a significant increase in import prices (a deterioration in the terms of 
trade), the implicit subsidies coming into the calculation as a supplementary 
factor. 


In regard to our theme: The fact and size of the implicit subsidy is not a 

good argument for turning inward, because however much one may conclude from 
the price differences that it is better to choose CEMA import and not western, 
such a choice possibility simply does not exist for economic policy; one 

cannot make decisions which are able to influence (slowing or stopping) 
limitations on acquisition possibilities within CEMA taking place independently, 
especially not in regard to the hard articles involved from the viewpoint of the 
implicit subsidies. This is one of the most important experiences of the 

past decade, for everyone has tried to broaden acquisition possibilities, or 

at least avoid having them become narrower, and has tried to maximize the 

CEMA relationship import of the goods necessary for them. 


What is more, it is the acquisition limits which put them in a decision 
constraint. But what they must and can decide is not how to choose between 
socialist or capitalist import, but rather what action alternatives they have, 
if socialist import becomes more expensive (or if the conditions for it 

harden) then increasing it is ruled out, and it may even decrease. What 

should they choose: Capitalist import, domestic restriction and rationalization 
(which usually involves capitalist import too), or something else or (what 
usually happens) what combination of these? It is true that it is increasingly 
difficult to choose capitalist import (or anything which has a capitalist 
import aspect), in a few countries it is impossible in the given payments 
situation, but not because of the implicit subsidy, because the capitalist 
import and the socialist import do not compete with one another. 


FOOTNOTES 


l. It is understandable that an evaluation at world market prices of the 
industrial articles trade among CEMA countries poses many more problems 
than that of raw materials or basic foodstuffs. It is actually 
questionable whether the world market conditions can really serve as a 
standard for contacts within CEMA. 


2. For the limits on acquisition within CEMA and the deterioration in 
conditions for it see Andras Koves and Gabor Oblath: “Hungarian Foreign 
Trade in the 1970's", GAZDASAG, 1981, No. 4. 


3. We now know that oil prices can move downward too. So it is imaginable 
that now the slower adjustment of the oil prices to the world market 
prices will be a stabilizing factor for the exporting economy. 





4. 


8984 
cso: 


The question may arise: Why did these difficulties in trade within CEMA 
hinder the industrial article deliveries of the Soviet Union more than 
those of the small countries despite the more or less same level of 
development of industry? We find the answer not so much in the size 
differences of the receiving markets as in the fact that while the 
industrial development of the small countries took place in the past 30 or 
so years primarily on the basis of Soviet needs in regard to branch and 
product structure, the technical level and quality of export articles 
and the sizes of production (series size), giving far-reaching considera- 
tion to the Soviet receiving market possibilities, the development of 
Soviet industry was motivated to an overwhelming extent by satisfaction 
of domestic needs. In itself it follows from this that while certain 
modern products and items of equipment are not manufactured in the 

Soviet Union others cannot be obtained from them not because they do 

not produce them there but rather because they are not produced in such 
quantities as to be available for export; thus the structure of the 
Soviet export supply differs significantly from that of the import of the 
smaller countries. 


For details of the arguments and counterarguments see Andras Koves: 
"Turning Inward or Outward? Thoughts About the External Economic Strategy 
of the CEMA Countries”, KOZGAZDASAGI SZEMLE, 1981, No. 7-8, and 

Andras Koves: “East-West Trade and the External Economic Strategy of 

the CEMA Countries”, KULGAZDASAG, 1982, No. 5. 
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WAYS OF REDUCING ECONOMIC DIFFICULTIES DISCUSSED 
Budapest KOZGAZDASAGI SZEMLE in Hungarian No 10, Oct 84 pp 1200-1204 


[Article by Dr Gyorgy Kerekgyarto, candidate, faculty leading docent at the 
Institute of Marxism-Leninism of the Budapest Technical University: “Our 
Possibilities for Economic Development") 


[Text] It already counts as a commonplace to say that the balance of the 
Hungarian economy broke down in the 1970's under the joint effect of external 
and internal conditions. 


As for the external factors it is the custom to refer most frequently to 
the world market price explosions, although these are only symptoms of a 
longlasting and deeper process. In any case, even by the beginning of the 
1980's the capitalist world economy was not able to get out of the crisis 
the characteristic aspect of which was lasting and simultaneous high 
unemployment and inflation. 


In an unfortunate way the longlasting crisis unfolding in the capitalist 
world economy coincided with the end of the role of CEMA in providing 
dynamics for economic growth. But the stabilizing role of CEMA remained, 
and this is of determining significance from the viewpoint of our further 
economic development. 


The polarization which took place in the developing world also affected the 
external economic conditions of the Hungarian economy, on the one hand in 
that a number of developing countries ship industrial export products to 
the world market in the same or a more developed structure, thus present ing 
significant competition for Hungarian products, and on the other hand in 
that the preferences extended to these countries by the European Community 
cause a serious competitive disadvantage for us. 


The internal factors can be summarized briefly as follows: 


--obsolete economic structure; 

--out of-date enterprise product structure; 
-~-weak work productivity and work intensity; 
~-lax work discipline; 

--low organizational level; 

--poor quality, etc. 





The terms of trade of Hungarian foreign trade deteriorated significantly as 
a joint result of these external and internal factors. The data in the 
table below illustrates this. 


Our terms of trade deteriorated after 1980 also, but not at the same rate 

as between 1972 and 1980. This deterioration in terms of trade is a terribly 
bitter thing for the Hungarian economy. These days it is fashionable to 

make a comparison, that the losses caused by the deterioration in the terms 
of trade exceed all the material losses suffered by Hungary at the time of 
the Second World War. So, under peaceful circumstances, we have lived 
through another war, this time an economic one. 


How did Hungarian economic policy react to these processes? Unfortunately 
with significant delay! Only at the end of 1978 was it decided (the December 
resolution of the MSZMP Central Committee) that the Hungarian economy must 

be put on a new growth path, that the rate of economic growth must be held 
back and that everything must be put in the service of restoring the balance, 
and that in regard to the standard of living what had been achieved must be 
defended. 


Terms of Trade Indexes for Hungarian Foreign Trade (1972: 100) (The terms of 
trade index equals the export price index divided by the import price index) 











Year Non-ruble Accounting Trade Ruble Accounting Trade 
1973 97.5 100.3 
1974 83.1 100.7 
1975 77.4 99.1 
1976 82.5 89.9 
1977 79.4 87.2 
1978 80.0 85.2 
1979 79.1 83.7 
1980 80.3 82.8 


Source: “Foreign Trade Statistical Data,” 1980, Central Statistics Office, 
p 286. 


Six years have passed since the December 1978 resolution of the MSZMP Central 
Committee. How should we evaluate the economic policy of the past 6 years? 


1. It is an indisputable merit of this economic policy that it succeeded 
in stopping the increasing indebtedness of the country, indeed to a certain 
extent the net debt outstanding has decreased. 


2. It succeeded in preventing a catastrophic deterioration in the standard 
of living of the populace. 


3. It is true that it sometimes danced on the razor's edge, but it 
succeeded in preserving the solvency of the country. 


4. It succeeded in reducing significantly the import and energy demand 
of the economy. 





These are certainly significant achievements. But it did not attain break- 
through achievements in fundamental question, in creating the internal 
conditions for accommodation to the change global economic environment. The 
results achieved are the results of a restrictive econonic policy which--since 
it could not achieve significant results in the production sphere, that is 
could not significantly increase productivity, efficiency and the quality and 
modernness of products exported--sought solutions in the distribution sphere, 
sometimes at the expense of accumulation, sometimes of consumption and some- 
times of both. The reserves of this economic policy, however, are largely 
exhausted today. The accumulation fund has fallen to 11-12 percent of the 
national income, which is slowly endangering even the conditions for simple 
renewed production. Ina longer run it could produce serious tensions in 
replacing productive fixed assets if we cannot raise this ratio to at least 
14-16 percent. 


There is no further significant room for movement at the expense of the 
consumption of the populace without causing significant social tension and 
conflicts. 


Together with this I feel that we will not really be able to substantially 
change the trend developing in the next 2-3 years. If we are to be able to 
pay the service burdens on the debt without having to tamper with accumulation 
or the standard of living we will need an increase in the national income 

of at least 3-4 percent. But in the next 2-3 years we cannot realistically 
count on an increase greater than 1-2 percent per year. Preserving our 
solvency is a vital question, for in the contrary case the freedom movement 
for economic policy would narrow greatly. 


Compared to 1982 the economic situation of the country has consolidated to 

a certain degree. Our daily payment problems have ended, the faith of the 
international money market in us has returned and strengthened. At the same 
time it is a hard reality for us that our debt service burdens in the remaining 
part of the 1980's come to 6-7 billion dollars and even so we can moderate 
our outstanding net debt to only a minimal degree. So the Hungarian economy 
must look for new sources. This new source can only be a swift but strongly 
selective development of the export-oriented processing industry. And to do 
this the Hungarian economy cannot draw on any other resource than to withdraw 
assets and manpower from the inefficient areas and regroup them to the areas 
to be quickly developed. This will inevitably be accompanied by social 
tensions and conflict, which politics has not thus far undertaken. As a 
result of this we have lost additional valuable years, and today these tasks 
must be carried out in a substantially narrowed area of movement. 


Economic policy today must, in any event, choose between two "evils." The 
lesser evil is if we accept the social tensions and conflicts inevitable 
accompanying the selective development and phasing out which presume a high 
degree of mobility of assets and labor (it may be possible to blunt these 
tensions and conflicts with political agitation and propaganda work at an 
appropriate level and by increasing the ability of the institutional system 
to tolerate political conflict). The greater evil is if we continue to put 





off taking the absolutely necessary steps and in this case our national 

economy may get into a situation in which we will not be able to prevent a 
catastrophic decline in the standard of living of the populace and then we will 
have to face the--possibly explosive--social tensions and conflicts deriving 
from this. 


On what sort of external conditions can we count in the remaining part of the 
decade in regard to solving these tasks? There are various predictions 

in this regard. In any case it is good for economic policy to think in several 
alternatives, and these include the most pessimistic alternative, namely that 
in the remaining part of the decade the east-west economic contacts will not 
improve and neither will we be able to significantly vitalize the cooperation 
taking place within the framework of CEMA. The experiences of recent years 
show that in general the global economic conditions have developed more 
unfavorably for us than we had reckoned. In any case we must see one thing 
clearly: Even in a global economic environment enjoying prosperity the Hungarian 
economy has a chance of staying on its feet only if we are able to realize 
within a foreseeable time a selective, export-oriented development of the 
processing industry. 


Among the external markets the Soviet market will continue to have determining 
significance for us. Although there has been some restructuring in the past 
decade in the relationship ratios of our external economic contacts, the share 
of the Soviet Union in our export has increased significantly. In 1958 it was 
still 18 percent, in 1982 it was already 32 percent, in 1985 it will probably 
be 38 percent and according to the preliminary indications it may reach 

40-42 percent in 1990. Of course a role is played in this by the determination 
in the terms of trade index for our ruble-accounted foreign trade. It is 
obvious from these data that it is vital for us to follow the economic life 

of the Soviet Union with increased attention, to adapt flexibly to the needs 

of the Soviet market and changes therein, because without this the potential 
advantages of Hungarian-Soviet economic cooperation will be less and less 
exploitable. It has become absolutely clear (and at the last session of CEMA 
in Berlin Nikolay Tikhonov, prime minister of the Soviet Union, formulated 

this in a definite way) that the Soviet Union desires to limit the indebtedness 
to it. It wants to use an ever larger part of the price profit arising in 
foreign trade in the form of extra import for its own economy. 


The “Agreement On A Long-Range Program Up To 1990 for the Development of 
Manufacturing Specialization and Cooperation Between Hungary and the Soviet 
Union" signed in March 1980 creates favorable conditions for the development 
of Hungarian-Soviet economic and scientific-technical cooperation. A number 
of branch and sub-branch cooperation agreements have been signed already on 
the basis of the agreement mentioned and the development of additional 
cooperation programs is under way. We are guided by two fundamental goals 

in signing these cooperation programs: on the one hand to ensure the long-term 
satisfaction of the expected needs of our economy for fuels and raw and 


primary materials, and on the other hand to see to it that our processing 
industry export to the Soviet market should aid the structural change which 
is absolutely necessary ‘rom the viewpoint of adjustment to the changed 





external economic environment. Our machine industry export will have an 
outstanding role in achieving the latter goal. Public opinion still thinks 
of the Soviet market as a market on which everything can always be sold. 

We must recognize that this is a thing of the past, that for us the Soviet 
market also has become a competition market where we find ourselves facing 
competition not only from the socialist partners but also from developed 
capitalist firms. We can hold out in this competition and the export prices 
of our machine industry products will attain significant improvement only if 
we constantly increase the quality and modernness of our products. 


The petrochemical, olefin chemical, agrochemical and pharmaceutical industry 
agreements signed with the Soviet Union also offer solid foundations for the 
development of our chemical industry; we plan to extend these to the end of 
the decade. 


The Soviet Union also has a determining role in supplying cur light industry 
with primary materials. This justifies maintaining even over the long run our 
export of light industry finished products to the Soviet Union, even expanding 
it to a certain extent. 


As for our agricultural and foodstuffs industry export to the Soviet Union, 
this is a more complex and more complicated question. As Prime Minister 
Gtorgy Lazar said at the most recent conference of CEMA in Berlin, in the 
developed global economic situation the agricultural and foodstuffs industry 
products also have become articles of strategic significance and they will 
become even more so in the future. CEMA must take this into consideration 
when setting price conditions. On the other hand it might also be justly 
proposed that since agricultural and foodstuffs industry products are at 
least as asset-intensive as those of the processing industry, CEMA should 
extend an investment contribution to countries with favorable agricultural 
conditions. This might contribute to liquidating the existing shortage of 
certain important agricultural and foodstuffs industry products within the 
CEMA region. 


The Soviet Union is interested in purchasing agricultural and foodstuffs 
industry products to a larger extent than before. 


It is well known that a dollar-accounting “grain-meat-oil" deal came into 
being between the two countries in 1976, which is independent for one another 
the volume of goods which might be purchased, but this does not mean an 
obligation to buy. This scheme has had very great significance for the 
Hungarian economy in recent years, since the active balance of our non-ruble 
accounting foreign trade has derived essentially from this deal, while the 
balance of our foreign trade conducted with developed capitalist countries 
has continued to be passive. This was true in 1983 also. According to the 
preliminary indications the Soviet Union does not intend to renew this agree- 
ment after 1985. This will cause rather serious problems for us. The 
alternatives arising here are the following: 


--a. We can continue to market this quantity in ad hoc socialist free 
exchange deals, but not in this scheme; 
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--b. Products which otherwise would have to be obtained from capitalist 
import can be purchased for it, not in a dollar scheme but rather in a ruble 
scheme ; 


--c. If the first two alternatives cannot be realized we will have to try to 
shift the given volume of commodities to other convertible relationships. 


Despite the worries and problems we can establish that Hungarian-Soviet 
economic and scientific-technical cooperation have brought such advantages 
for us and will do so in the longer run that it would be difficult to replace 
them in other relationships. 


Our economic contacts maintained and to be developed with the other CEMA 
member countries must also be put in the service of our structural transforma- 
tion efforts. 


As for our economic and scientific-technical cooperation with the developed 
capitalist countries, between 1960 and 1980 our country increased its export 
in this connection 8.5 times and its import 8 times. For a long time 68-70 
percent of our export in this connection and almost 60 percent of our import 
has involved four countries. These are the FRG, Italy, Austria and Switzer- 
land. As a matter of interest it might be noted that the share of our home- 
land in the import of the countries listed in recent years has not once reach- 
ed 2 percent. The structure of our export in this connection is rather unfav- 
orable; 25-30 percent of it is agricultural and foodstuffs industry products, 
40 percent is materials, semifinished products and parts, one-fifth is light 
industry products and other industrial consumer goods and only 5-6 percent 

is machines and mechanical equipment. 


The ratio of machines and mechanical equipment in our import from the developed 
capitalist countries came to one-fifth in recent years. The share of 
materials, active parts and semifinished products is a good bit higher, 
two-third., This also presents certain dangers for the Hungarian economy. 

A significant part of this 66-67 percent consists of materials and parts which 
in a given case cannot be replaced with either domestic production or CEMA 
import. In a sharpened global political situation the lack of these could 
"shut down” a significant part of our industry. We trust that such a situation 
will not arise, for it is not in the interest of our developed capitalist 
partners either, neither economically nor politically. 


In any case, a selective, swift, export-oriented development of the processing 
industry might make it possible for us to improve this presently very 
unfavorable structure of our developed capitalist export, and with a commodity 
structure more advantageous for us we could increase our trade more dynamically. 


Our industrial cooperation contacts must be put better in the service of 
accelerating our technical development, changing the present situation, in 
which market acquisition and foreign exchange acquisition viewpoints dominate. 





In the remaining part of the decade too the emphasis for us in this connec- 
tion will be the European Community and its member countries. With skillful 
economic and political diplomacy we must manage to reduce or eliminate the 
discrimination used against us on the part of the EC. 


In addition, we are interested in developing economic and scientific-technical 
cooperation with other developed capitalist countries, including the United 
States and Japan. 


As for the developing countries, their share in our foreign trade is 
increasing but it is still modest. Here we want to strengthen our cooperation 
contacts with the solvent developing countries. 


Among the socialist countries, the Chinese People's Republic may play a 
Significant role for us in the remaining part of the decade. According to 
the indications both countries are trying to develop economic and scientific- 
technical cooperation. Greater access to the Chinese market could also 
increase the freedom of movement and maneuvering ability of the Hungarian 
economy. 


These tasks cannot be solved, of course, without a significant and many- 
sided further development of our system of economic guidance. 
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HUNGARY 


COMMUNICATIONS ENGINEERING FACTORY RELIES ON STAFF WORKERS 
Budapest NEPSZABADSAG in Hungarian 18 Oct 84 p 5 


[Article by Laszlo Magyar: “There Is No Stopping Until Retirement. 
How Are We Doing With the Staff?"] 


[Excerpt] Where Is the Manpower Moving to? 


We have a good number of factories where the renewal of produciion 
has bee accelerated. Included among these is the BHG [Beloiannisz 
Telecommunication Factory] Telecommunication Enterprise, employing 
9,000 people which puts a new telephone exchange on the market 
every 7 or 8 years, and which for a long time has been able to 
increase its annual production by 10 to 14 percent. There are few 
other enterprises in the country capable of doing this. 


The enterprise has just received a billion forints in credits for 
new investments, some of which it will spend on upgrading the pro- 
duction of electronic satellite exchanges. In one of the plants, in 
plant No. 28, they are assembling only new types of electronic 
satellite exchanges, while in the other, in plant No. 31, they are 
just now switching over to their production, side by side with the 
manufacturing of crossbar units which before long will be declared 
obsolete. 


In other words--in the noble sense of the word--everything is in 
complete turmoil: new faces have appeared behind the new machines, 
moreover, in plant No. 28 they have even replaced the furniture. 
New practices have begun to gain acceptance; for example, it is now 
forbidden to eat, smoke drink coffee and especially to crack a 
bottle of champaigne on someone's nameday or using any other excuse. 
They are working with very small components where even the flying 
ashes of a cigarette, or one little coffee grain are considered to 
be sources of pollution. Hence separate eating and smoking facili- 
ties have been designated next to the enormous assembly hall. 


But how have new faces got into these newly rebuilt plants? 





"Although my job restricts me to plant No. 31, as a member cof the 
permanent staff I have a very good grasp of our enterprise life,” 
replies electronic technician Karoly Jarvas. "I am aware of the 
fact, for example, that we do not have crowds of new applicants 
banging on our factory gates; in fact, every year BHG loses 100 
to 150 employees. As a trade union steward I have also found out: 
our enterprise managers do not expect this process to turn around 
even in the near future. If I were them I would refrain from builc- 
ing castles in the air, for even if the prosperous BHG could pay 
more than other factories there would still be something that 
would keep new applicants away: the often mentioned production 
structure changes." 


“Today people have quite a one-sided picture of this,” he goes on. 
"They usually talk only about the great gamble which the enterprise 
and, of course, the bank must run in assuming or granting a billion 
forints in credits. They forget that the worker also assumes a great 
risk whan he quits his old profession and starts learning a new one 
in its place. By doing so he lets it be known that in the future 

he will continue to be committed to crying and laughing together 
with his factory." 


"I nave witnessed five changes at my firm already, but none has 
demanded as much of me as the one that is taking place in elec- 
tronics. Back in as early as January we, all 40 of us from the 
plant, were sent to Esztergom for a basic training course. After 
6 weeks, when we took our test it turned out that only 10 of the 
40 were willing to go on, i.e., to familiarize themselves with 
microprocessors and other mysteries of electronics. I was also 
among this latter group. We went before the examining board six 
times between January and June.” 


"As time went by more and more of them threw the book on the table 
Saying: I will not go on with this.... One of the young people 
who had been my apprentice at one time joined a gmk (business 
work partnership), while others went to the factory's administra- 
tive division to find themselves a quiet position. In just a half 
a year 50 percent of the plant's work force was replaced confirming 
predictions that such a move might lead to a movement of manpower. 
However--and I must strongly emphasize this--I find it hard to 
believe that this landslide would shake up the interenterprise 
sphere, after all if we look at our own worker-techniciar, work- 
force we find that its ranks have been filled not from among out- 
Side people, but mainly from inside BHG." 


Since most of the manpower movement takes place within the factory 
gates the following question is also obvious: who is changing 
jobs and why? 


"It is mainly the staff members who are willing to face the chal- 
lenges involved in making a shift,” answers Gyorgy Waner, manager 
of plant No. 28. “For example, we have 80 people working at our 





plant two-thirds of whom have at least 10 years of experience 
behind them. At BHG staff membership starts after 10 years of 
service.” 


Relying on the Old 
"Are such reorganizations favorable for the staff?" we asked. 


"when recruitment started I asked for volunteers and made it clear 
to them: staff membership does not entail any advantages,” said 
the plant manager. “Only fitness for the job--willingness to work, 
a receptive mind for the new, etc.--can be teen into account in 
determining the personality of an applicant. There were those, of 
course, who felt offended by this and reproached me for not having 
Gone as they had expected me to do, being one of the old group. 

My answer ‘to them was this: it is indeed true that I have been on 
the factory's payroll since 1952. I have learned many things during 
this time, including the fact that even staff members are not all 
the same. One may be full of ambition, choosing to tie his future 
to that of the plant and reading professional books even during 
his preretirement years. Another, however, may only wish to stay 
with us because it is convenient or because he is reluctant to 
change jobs as long as he is partially satisfied with the one he 
has. At the same time he complains: ‘What can I do once I have 
passed age 40. At this age one's mind is just not very receptive ...' 
I ask you: can we afford, or is it possible to rely on such people 
when the repayment of a billion forints is at risk?" 


"How do you explain then that it has been the staff members, never- 
theless, who have been able to hold their own the most effectively?” 
we asked deputy director general Kalman Kovacs. 


"This is an old story,” he answered. “we can build a super modern 
factory in just a couple of years, and if we have money we can 
even equip it with wonderful machines. But all the money in the 
world would not be enough to form a staff of workers accustomed to 
one another who feel that they have a perfect knowledge of their 
profession, and who can read one another's mind even without completing the 
sentence.” 


"In other words: you cannot base this kind of a plant on people 
hired right off the street,” he continues. “After all it may take 
as much as a half a year before we can basically get to know the 
new man. Arc still another year must go by before he masters the 
job, and is able to understand how the enterprise is structured 
and what the interrelationships are among its divisions, that is 
to say, before he can feel at home within his own unit. Of course, 
we also need, and I cannot even begin to tell you how much, to 
have career-star:ing young people among the old ones, for our 
Budapest factory has grown a little old. However, this does not 
change the fact that we are relying on the old ones to bear the 
bulk of the burdens brought on by the changes.” 





And whom does deputy director general Kovacs refer to as old? After 
all if staff membership at BHG begins after 10 years, and if the 
years of enterprise-sponsored technical and trade school education 
is also counted (because they do count them!) then one can earn 
this privilege by age 28, or even sooner already. A 28-year old is 
still a young man, however, the main army at 8HG is middle-aged. 


The Forty-VYear-Olds 


"The same is true at our plant, plant No. 28, where the average age 
is almost 40 years,” replies electronic technician Tibor Gurban, the 
party secretary of the unit. But even this way our age composition 
is a few years younger than that of our entire Budapest factory. 
This is understandable, since a part--granted only a smaller part-- 
of the staff members have not come over to us. Their arguments are 
probably familiar: this place is more for the young than for people 
in their forties. It is a little difficult to make a switch after 
40, for by then a man's mind is no longer receptive enough.... while 
I cannot accept these kinds of excuses, I more or less understand 
them.” 


"I cannot condemn anyone for this,” said deputy director general 
Kovacs. “After all there may be several reasons behind a person's 
decision not to go along with the change: some illness that has 
left a lasting mark, family problems, or simply the fact that his 
personality make-up is different. These kinds of staff members 

may also find success. A certain percentage of them is absorbed by 
the administrative machinery where they can make gocd use of their 
local knowledge. Others join the service network or one of the Buda- 
pest or provincial telephone centers as maintenance workers, with 
the idea that it will take as much as 10 to 20 years before the 
telephone center becomes obsolete, so their livelihood will be 
ensured until their retirement.” 


"Still we would be in great trouble if the greater segment of our 
middle-aged generation were not like, for example, Gyorgy Wagner,” 
continues the deputy director general. “Even at the age of 53 this 
is a man who is full of fire and flame, and who--stressing that 
electronic as’ it exchanges should also not be considered non 
plus ultra, for they are followed by electronic main exchanges-- 
wants to remain active and receptive until the last year, or I 
could even say last day before his retirement.” 


And what is the opinion of the forty-year-olds? 


"I could not think of or prepare for retirement at age 40, even if 
they were not paying me more money,” says electronic technician 
Jozsef Duba, whose temples have already begun to turn grey. “What 
kind of life would that be? And who came up with the silly idea 
that after 40 a man cannot pick things up fast? Why not, if I am 





healthy and I use my head for what it should be used for: thinking? 
On this job one must do a great deal of thinking." 


The notion that after 40 a man‘s mind is not receptive enough has 
been around for a long, probably very long time. Conceivably since 
centuries ago, starting from a time when the average age was 40, 
and anyone who lived to be 60 was considered very old. 


Today when a high-schooler graduates at 18 and a university or 
college student at 22 to 24, he only has 36 to 42 working years 
before him, so it would be an incalculable waste of manpower if the 
average engineer and worker merely vegetated through the period 
between the ages 40 and 60. There is not a single rich country on 
earth that could afford this luxury. BHC is not threatened by this 
kind of danger. At this factory it is t tiddle-aged generation 
which is changing the most and which is promoting the most change. 
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ROMANIA 


INCREASE IN WUMSER, SIZE OF WORKERS' SANK ACCOUNTS 
Bucharest SCINTEIA in Romanian 25 Oct 8 p & 


Article by Petre Gigea, minister of finance: "Development of Saving Graphically 
flects Better Quality of Life"7 


ney onun 2 October marks the beginning of Savings Week, atraditiona! 
NORA! | that goes on until the last day of the month, which coincides 
with World Savings Day. 


Savings Week falls this year when the entire Romanian people are greeting the 
cormunists' great forum, the 13th Party Congress, with new and impressive feats 
of labor. The Romanian people, under the leadership of the RCP and its secreta- 
ry general, take justified satisfaction in the great socioeconomic achievements 
in the LO years of Romania's freedom and especially in the period following the 
Ninth Party Congress as they now mark out their steady progress on the path of 
socialism and commnism. The course of the nation's all-around progress is ms- 
terfully set in the Draft Directives of the 13th RCP Congress on Romania's socio- 
economic development in the 1986-1990 and the long-range objectives up to 2000. 


The steady growth of the entire Romanian people's prosperity in the years of so- 
clalism and the qualitative structural changes made in the workers' standard of 
living and civilization, especially in the period inaugurated by the Ninth Party 
Congress, are based upon the progress made in developing the productive forces, 
intensification of the qualitative aspects of economic growth, and harmonious de- 
velopment and improvement of all socioeconomic activities. Those are realities 
graphically reflected in the very fact that socialist Romania now has an indus- 
trial output over 100 times greater than that of 40 years ago, an agricultural 
output 7 times greater, and an increasingly modern and efficient economic struc- 
ture, providing all workers with high incomes reflected in the increase by 9 
times in their average net wage, in the incomes received by the public out of the 
social consuption funds (about 17 times greater), and in the sales of foods and 
other goods in keeping with the requirements of modern civilization. In the last 
20 years about one-third of the national income has been allocated annually to 
development, Wile major resources have been granted to raise the people's living 
standard, as indisputably witnessed by the extensive industrial, agricultural and 
socialecultural constructions, including housing, bullt throughout the country in 
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this period. The fact is also telling thst over 50 percent of Romania's popula- 
tion has moved into new dwellings, and that today a new apartment is bduilt every 
34 minutes. All these facts clearly prove that develcpment of material producti- 
on is no end in itself but is subordinated to the public good and the achieve- 
ment of a new quality of life. After the wave increase for all categories of 
workers, the average nominal ware of working personnel was up 30.7 percent in 
198 from 1980, and after the conclusion of the program to raise wages in August 
1964 real wages were up 6 percent instead of the 5 percent that had been planned. 


Of course there are rany inticators of a country's socioeconomic development, and 
they all reflect the rise of the living standard, including the extent of the 
public's savings deposited in an organized fashion, as well as the extent to which 
the spirit of thrift has spread among the public. The fact is relevant here that 
the total balance of the public's savings deposited in the CEC /Savings and Loan 
» the most striking indicator of the developrent of the savings program, was 
lied times greater at the close of 1963 than in 1965, and by 1 October 1964 this 
basic indicator was up 6.|, percent from the same period last year. The average 
per capita balance of savings deposited in the CEC showed an equally steady 
growth, being 12,1 times greater as of 1 January 195), than in 1965. The saving 
program organized by the CEC has also shown a noteworthy qualitative development, 
with a steady growth of time deposits in savings passbooks, deposits at interest 
and earnings in passbooks, and deposits in private current accounts. 





The history of the Romanian people's civilization shows that they have prized 
prudence andes spirit of thrift and good management highly over the centuries and 
especially now that working economically, to the limit of optimal and effective 
use of resources, has become a duty and a merit. To be economical and a food 

means to live better and to know how to spend better and use your incomes 
rationally, with discrimination and concern for future as well as present objec- 
tives. The C&C's statistics show that the spirit of thrift is deeply and perm- 
nently inculcated in the public of all ares and all walks of social-professional 
activity. The public now has 72.5 million passbooks, as contrasted with 5 rmilli- 
on in 19465 and only 603,000 in 194. In other words there is an averare of one 
passbook now for every inhabitant of Romania. Put the public also has savings in 
the CRC in savings instruments other than passbooks, CEC bonds with earnings for 
exarple. CEC deposits by payment on the basis of written consent are becoming 
increasingly widespread in all counties, being characterized by deposits rade 
right at the depositors' places of work, in the very units “bere they are employ- 
ed, so that they do not have to travel to the CEC units. To help the depositors, 
the CEC will continue the program to open pay windows and offices at the work 
places in smaller economic units too (down to 500 workers), since CEC pay windows 
are performing the whole range of operations for deposits, cash withdrawals and 
passbook payments now in all units with larger staffs. 


The CEC, an institution with 120 years of service, erphasizes good service to the 
public as well as formation and encouragerent of the spirit of thrift in all ci- 
tizens. It is a well-knowm fact that habits of saving are formed in the farily 
from the first years of childhood. The schools carry on this activity, and many 
programs have been organized in collaboration with the CEC and other institutions 
charged with educating the young generation to explain to them clearly and con- 
vincingly why it is necessary to save and also to teach them practically how to 
save. The savings instruments for the pupils have enabled them to deposit srall 
savings for such personal needs as supplementing the library with preferred books, 
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raking excursions, buying sports equipment Ys etc. Schools, high schools and 
trade scools have organized school savings banks, which have issued 40,359 
passbooks for pupils. Teaching and sports equipnent is purehased or collective 
excursions can be made cut of the interest the CEC pays the pupils on their 
passbdooks. 


Naturally the analysis of the results of the CEC savings program reveals the fac- 
tors that were basic to this development. In the first rank are every citls ‘8 
legitimate wish to live increasingly well and the constantly growing opportunity 

to save out of the incomes obtained from work. Second are the usefulness of se 
vings, particularly for purchasing valuable conswer ¢urables and the opportuni- 

ty to save and exploit the savings in an organized way through a banking insti- 
tution specializing in relations with the public such as the CEC is. And public 
confidence in this institution's operations is a prime factor for development of 
the savings prorrar. 


As the Draft Directives of the 13th RCP Congress point out, the ACP has been pure 
suing a healthy, balanced monetary circulation and defense and consolidation of 
the national currency as major objectives. Wiereas the inflationary processes 
have been aggravated throughout the postwar period in many countries, in Rorania 
the party's correct and realistic policy has kept monetary circulation within 
favorable limits. 


Meanwhile it is realized that the public's deposits in the CEC are also encour- 
aged by the advantares and rights rranted all depositors by law. Citizens' de- 
posits in the CFC arw ruaranteed by the state and ray be withdrawn at any tine 
on demand. The law also provides maintenance of secrecy as to the names of the 
depositor and the bearer and the operations they perform. Depositors in the CEC 
are also fuaranteed other rights and advantages such as exerption from taxes and 
depositers' fees as well as interest and earnings, the right to assign suns depo- 
sited in the CEC to other persons, the right to determine the withdrawal of the 
depositis, inalienability of the deposits, et al. The variety of ways and means 
of saving available to the public through the owned and representative CEC units 
throughout the country has also stirmlated development of the organized savings 
program. Various savings |: ‘rice te that can meet the needs and wishes of all 
caterories of citizens are always available to the public. 


The development of the savings program has required development and consolidation 
of the network of units serving the public located throughout the country. Just 
from the start of the current Se-year plan to the present 886 new CEC units 
have been founded, and the network, which will be developed to meet the rrowing 
number of depositors' demands for rapid and efficient service, now arounts to 
11,000 units. In the course of the tasks assigned to provide the depositors with 
adequate service, the CEC has also tried to find efficient ways of bringing the 
service to the depositors' work places, to operate at least one owned or repre- 
sentative CEC unit in every locality, to develop saving in personal current ace 
counts, to develop deposits on the basis of written consent, etc. Special erpha- 
sis has been placed on improved training of all CEC personnel, on the jobd and 
through exchanges of experience among units, with a continuing effort to enhance 
the efficiency of pay-window work, to expedite CEC operations, to introduce nme- 
chanization and automation in making and keeping records of operations performed 
and to exercise constant control in orler to prevent or promptly remedy any de- 
fect in rood service to the public. 











It is well known that since 1970 the CEC has been performing a successful acti- 
vity of granting loans to citizens wishing to build their own private dwellings 
or to purchase out of state funds the dwelling they are renting. In the 1. 
years of this activity the CEC has granted 1,097,047 loans to the total value of 
LE.9 billion lei. As a result this institution has become a bank of the public 
by the nature of its active operations as well, and it enjoys a well-merited 
prestice among the public. 


The maior results obtained in developing saving in the CEC guarantee that in the 
next period too firm action will be taxen to fulfiii the tasks of encouraging the 
public's deposits in the CEC and to increase the scope of the savings program as 
well as the other pertinent qualitative indicators, an action that harmoniously 
combines the citizens’ personal interests with the general ones of tne state and 
the national economy. e have the bect conditions for this thanks to the steady 
increase in workers' incomes and the improvement of their material and cultural 
living standard, as specified in the Draft Directives of the 13th RCP Congress, 

a document of vital irportance to socialist Romania's future. 


Now in its 28th occurrence, Savings Week is dedicated this year to good service 
to depositors and it is the occasion for organization throughout October of cul- 
tural-educational prorrams or behalf of savers of all ares. Pupils’ visits to 
C=C units and various savings corpetitions with prizes are being organized in 
this period, while workers clubs, houses of culture, cultural clubs and schools 
are holding short speeches, symposiums, and literary evenings pointing out the 
fact that the spirit of thrift is a trait of a balanced person and a food ranarer. 


We begin Savings Week with the conviction that it is an occasion for firm com 
mitment of all workers in the CEC system to exerplary fulfillment of the directi- 
ons and tasks assigned by the party and state administrations for constant deve- 
lopment of the CEC savings prorrar, necessary to accomplish the main aims of so- 
cioeconomic development in the 1986-1990 -Year Plan, which will raise Romania 
to ever higher levels of progress and prosperity and enhance the entire people's 
material and cultural welfare. 
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ROMANIA 


BRIEFS 


NEW STEELS, PROPELLEXS--A new special steel for the country’s key industries 
has been made by the Steel Combine of Hunedoara. In the past two years this 
large combine has assimilated 111 types of steels and standard-size rollings, 
most of which have already been put to production. Most of the new steels are 
fer use in aviation and nuclear engineering, for the manufacture of heavy-duty 
roller bearings, of axles of underground railway cars and other equipment that 
must comply with high performance and operational standards. A propeller for 
all Romanian-made ships was developed at the Galati “INETOF" enterprise recently. 
The 4,550th such propeller has been delivered to the customer. The enterprise 
began by making motorboat prope’lers of just 42 cm in diameter. It now manu- 
factures giant propellers measuring 7,140 m in diameter. [Text] [Bucharest 
AGERPRES in English 1845 GMT 15 Nov 84 AU] 


SHIPS THROUGH NEW CANAL--Bucharest, 14 Nov (AGERPRES)—The first big train of 
vessels specially adapted to transport live animals laid anchor in the Agigea 
basin. It carries 7,000 sheep from Regensburg (West Germany) for beneficiaries 
in Middle East countries. This is the first big transport of live animals on 
the canal. Numerous ships have passed through the canal--Romania's waterway 
open to international freight and passenger traffic--transporting, on a route 
400 km shorter than the old one, various commodities: ores, phosphates, rock, 
chemical fertilizers, industrial equipment, etc., the beneficiaries of which 
were both Romanian erterprises and economic units and firms from Austria, 

West Germany, Hungary, Lebanon and Iraq. Trade representatives of these firms 
were particularly pleased with the efficiency of the transport on the new 
route opened up by the Danube-Black Sea Canal. [Text] [Bucharest AGERPRES 

in English 1830 GMT 14 Nov 84 AU] 


DEVELOPMENT OF MINING EQUIPMENT--Bucharest, 15 Nov (AGERPRES)--Romania's coal 
industry is developing fast, in step with a growing demand for energy. To meet 
the needs of this industry, large-capacity and high-yield equipment was required, 
which the mechanical engineering industry has not been late in manufacturing. 

A oucket excavator for strip mining was developed, whose driving wheel is 

11.5 m in diameter. The machine can operate at speeds of up to 3.8 m/sec, heights 
of up to 30 m. and depths of seven m. Its major manufacturer is the "Unio" mining 
equipment enterprise of Satu Mare which also makes diesel and electric mine 
locomotives, scrapers, hoisting machines, ore-loading equipment, belt conveyors 
and many others. Many of its products are exported to Czechoslovakia, Iraq, 
Yugoslavia, Syria, Vietnam. Another enterprise, I.M.M.U.M. of Baia Mare, makes 
non-iron ore mining equipment, underground hydraulic supports and others that are 
also delivered to customers in Algeria, Egypt, Pakistan, Syria, the USSR and other 
countries. [Text] [Bucharest AGERPRES in English 0920 GMT 15 Nov 84 AU] 








YUGOSLAVIA 


REPUBLIC BREAKDOWN IN FOREIGN TRADE, J 4). 0° 8Y-SEPTEMBER 1984 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 31 Oct 84 p 2 
[Article by Milorad Urosevic: "Exports Noticeably Less Than Planned"] 


[Text] In the first 9 months of this year, commodity 
exports reached 887.8 billion dinars, which is 4.2 per- 
cent more than last year in the same months, but 17.4 
percent less than planned. We paid 1,060.5 million 

for imports, 3.2 percent more than last year in the 
same months, but 13.3 percent below the plan for the 
same period. 


Particular attention has been devoted to monitoring the Yugoslav economy's for- 
eign trade this year. This is understandable, if one keeps in mind the fact 

that the entire stabilization program depends in the highest degree on balancing 
trade with our foreign partners and earning as much foreign exchange as possible, 
both for the purchase of necessary semifinished products and other necessities, 
and also for the repayment of debts due to foreign creditors. 


This attention has also been demonstrated in the more rapid reporting of data 
by the Federal Institute for Statistics: data are published six times a month 
on the state of imports and exports by currency areas and economic purposes, 
and particularly on imports of oil, oil derivatives, and coking coal, all of 
this by republics and provinces. Combined indicators come only 3 weeks after 
the end of the month, while data by economic areas and branches, according to 
the Uniform Classification of Industries, see the light of day after a period 
of 2 months, which is faster than before. 


In spite of everything stated, however, the reporting on the results achieved 
is unsatisfactory and does not have an encouraging effect. Only the results 
achieved during a given period are reported, and they are compared with the 
same period of time during the previous year. Since the basis for comparison 
is very negative, this year's results are rightly considered favorable. This 
is not enough, however. Statisticians cannot do otherwise, but the news media 
should also compare what has been achieved with what was planned for this year, 
since it is only in this way that the public can obtain a complete picture. 


For this reason both requests will be satisfied on this occasion, together 
with the indicators for the 9 months. 





As can be seen from the table, the total exports were worth 887.8 billion 
dinars, which is equivalent, at the official exchange rate of 124.80 dinars 
for each dollar, to $7.09 billion, which is 4 percent more than during the 
first 9 months of last year. According to the plan for this year, exports 
were supposed to grow at a rate of 16 percent, and reach $8.59 billion in 9 
months. This means that we achieved only 82.6 percent of what was necessary 
in order to realize the main ratios contained in the Resolution on Economic 
Trends for this year. 


i) SPULJINOTRGOVINSKA RAZMENA U PERIOOU JANUAR-SEPTEMBAR 1984. 
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politifka > ) Sores 5) U j Deficit | iyi Izvozu Uvozu Defidtu 
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Key: 
1) Foreign trade in the period 6) Imports 
January-September 1984 7) Deficit 
2) Sociopolitical community 8) Coverage of imports by exports 
3) In millions of dinars 9) Montenegro 
4) Percent share in: 10) Croatia 
5) Exports ll) Serbia proper 
We paid 1,060.5 million dinars for imports, which is equivalent to $8.52 bil- 


lion dinars, 
according to 
other words, 
cent of this 


or 3.2 percent more than in the same months last year, but 

the plan imports were supposed to increase by 8 percent. In 
imports worth 9.8 billion dinars were planned, and only 86.7 per- 
was achieved. 


With this ratio of imports and exports, the coverage [of imports by exports] 

is only 83.7 percent, while it was supposed to reach 87.30 dinars of exports 
for 100 dinars of imports. This resulted in a deficit of 172.7 billion dinars, 
or $1.43 billion; 1.8 percent less than in the same period last year, but 14.9 
percent more than stipulated by the plan. 


The "credit" for falling short of the plan belongs only to certain sociopolit- 
ical communities. If one takes the coverage of imports by exports as the most 
reliable indicator, then only Serbia proper and Slovenia had more exports than 
imports, which means a surplus of 6.8 and 2.2 billion dinars, respectively, 
while Vojvodina had the most unfavorable result with only 55.10 dinars of 
exports for 11 dinars of imports. Of the total deficit of 181.7 billion dinars 
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(which was moderated by the 9.4 billion surplus of Serbia and Slovenia), 
Vojvodina “recorded” as much as 64.1 billion, or 35.3 percent, followed by 
Macedonia with 61.70 dinars of exports for 100 dinars of imports and a deficit 
of about 30 billion, while Croatia achieved a coverage of 83.60 dinars of 
exports for 100 dinars of imports, but nevertheless had the second highest 
deficit, about 40 billion dinars, in view of its high total share in trade. 


Objectively viewed, the real picture of the situation is disrupted to a great 
extent by the participation of the federation in the deficit, which amounts 

to close to 31 billion dinars. If the republics and provinces finally reached 
an agreement to divide this part of the imports as well in proportion to their 
share in the use of what is imported, this illogical occurrence would be elim- 
inated, and the share of each sociopolitical community in trade, and this also 
in both positive and negative results, would be more apparent. 


It remains to be seen whether imports and exports will at least approach the 
planned levels by the end of the year. 
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YUGOSLAVIA 


FOREIGN TRADE OUTLOOK, STATUS OUTLINED 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 31 Oct 84 p 3 
{Article by S. Zdravkovic: "Will the Old Weaknesses Be Repeated?"] 


(Text ] The expectations expressed in the first months of 1984 concerning the 
development of commodity exports during the current quarter and at the begin- 
ning of the last quarter of this year have not been fulfilled in very many 
respects. It can be stated that the estimates regarding a more intensive 
growth in the marketing of products in foreign markets were too optimistic, 
and that they deviated from the trends manifested. The indicators for the 
first half of the year indicate an increased nominal growth in commodity 
exports by 5.3 percent, and a slight 0.6 percent decrease in imports in com- 
parison with the first 6 months of last year. During the third quarter there 
was a moderation of the growth of exports (especially in August and the first 
half of September), so that after the end of the first 9 months of 1984 the 
volume of exports had increased by 4.5 percent in comparison with the corres- 
ponding period last year. At the same time, there was a change in trends on 
the import side. 


A slight decline was replaced by an increase in purchases in foreign markets 
of somewhat less than 3 percent. Under the influence of the altered ratios 
of imports and exports, the overall coverage of imports by exports in the 
SFRY's foreign trade has become significantly worse. In the first 6 months, 
exports covered 88.5 percent of imports, but in the first 9 months a little 
over 83 percent. As a result of this, there was an increase in the amount of 
the current trade deficit, which is reaching $1.39 billion (in the same period 
in 1983, the current operating deficit was $1.45 billion). In this way, this 
year's ration of exports and imports has come considerably closer to the i983 
level. A significant feature in exports is the increase in sales in the con- 
vertible market (due to an increase in exports to the developed countries), 
although these sales grew perceptibly more slowly in the January-June period 
(from almost 12 percent, they were reduced to about 9 percent). 


It is apparent that some of the weakness from previous years are being repeated 
in commodity trade. This primarily has to do with the intensification and 
growth of imports from the convertible area (along with the developed countries, 
imports from the developing countries are also growing). Furthermore, on the 
import side, the dominant position is occupied by semifinished products (their 
share ranges from 53 to 54 percent of total imports), which shows that in spite 





of considerable efforts to improve the marketing of products in foreign markets 
along the lines of a larger proportion of equipment and consumer goods, there 
have been no major results. The sales of our goods in the socialist countries 
are acquiring an unfavorable feature; although they make it possible for now to 
cover fully the corresponding portion of our imports, this is due only to their 
being reduced to a lower level than last year. From the aspect of the long- 
term development of relations with the countries in this region, such a develop- 
ment of activities would not be favorable, and it makes it necessary to inten- 
sify export efforts. 


The total current receipts from orders in industry earned in the third quarter 
of this year, according to research by ZIT, are worst than in the first 6 months. 
This is primarily a consequence of a decline in incentives for export, which 
began as early as November 1983, with the adoption of certain nonincent ive 
measures (the reduced amounts for encouraging exports, the freeze on the 

exchange rate, the price freeze, etc.); this has only become more marked with 
time. It is estimated that at this time export incentives in our economy are 
weaker than in the middle of the last quarter of 1983. For this reason the 
development of exports in the period until the end of the year is being viewed 
with more reservations. 


It was only in September that there was a slight increase in export orders, 
but only for the producers of semifinished products. Producers of equipment 
and consumer goods did not react to increased interest from foreign markets, 
and so they are not achieving the previously expected growth, but rather a 
decline in such oriers. It is therefore likely that the growth rate in exports 
from January to June 1984 will not be realized before the end of the year; 
instead it will slow down the growth rate achieved during the first 9 months. 
In the same way it is necessary to moderate the estimates before the middle of 
the year that indicated the possibility of increasing exports by as much as 

8 percent in comparison with 1983 and to replace these estimates with more 
moderate ones, according to which exports in 1984 could be increased by about 
4 percent. 


The corrected estimate is determined by uncertainty about the timely purchase 
of raw materials and semifinished products, not only from imports but also 

from the domestic market, as well as reservations about the development of 
export incentives. Furthermore, there are also some other unfavorable factors, 
such as inadequate assortments (sometimes inadequate quality as well) in what 
we offer, the inability to meet delivery terms, the technological lag in prod- 
uct development (especially with equipment), import restrictions in certain 
countries, active and passive economic protections (tariffs, etc.) in certain 
markets, etc. 


Although imports of semifinished products were intensified in the third quar- 
ter, in order to achieve the advantages in exports of increased purchases out- 
side of the country, it is necessary for a period of 4-6 months to pass, and 
this is explained by the position that in the rest of the year one cannot expect 
a growth in our commodity marketing abroad stronger than what has been achieved. 
In any case, the conditions in the world market for exports in 1984 were and 

are considerably more favorable than in previous years. 





In the rest of 1984, a greater orientation toward exports is planned by pro- 
ducers in nonferrous metallurgy, the chemical industry, and the lumber com- 
plex, and some of the firms in the electrical and textile industries, as well 

as the leather and footwear industry. The producers in the largest metals com- 
plex (the metal manufacturing industry and machine-building) and the food indus- 
try, however, are expecting slower and weaker exports. Most of the rest of the 
branches of the economy do not anticipate any significant changes in exports 
compared to the rate thus far. 
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YUGOSLAVIA 


CROATIAN MARITIME SHIPPING, PORT PLANS TO 1990 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 6 Now 84 p 4 
[Article by Jasen Grubic: "Modest Variant with Uncertain Investments" | 


[Text] By the end of 1985, 54.9 percent of the purchase 
plan for the Croatian maritime fleet will be carried out. 
In addition to 6 new ones, in the next medium-term period, 
*% used vessels will also be imported. 


Recently discussing the first phase of work on the preparation cf an analytical 
basis for planning the development of the Croatian maritime industry from 1986 
to 1990, the groups of seaports, as well as martime and river shipping of the 
General Association of Traffic, Shipping, and Communications of Croatia, asses- 
sed it as a possible variant, but for now not completely acceptable. The main 
idea of the projection was not questioned since, as was stressed, all of this 
is dependent on the basis represented by the real trend in the physical volume 
of port and maritime transportation. The high growth rates in individual ac- 
tivities and in the maritime economy as a whole nevertheless are not, it was 
stated, always sufficiently demonstrated, and also uncertain are the possibil- 
ities for investments in a situation in which the overall budget examination 
of financial trends in the republic to the end of the decade has not yet been 
conducted. That makes it even more difficult to accept an ambitious develop- 
ment of the economy without reservations, and consequently in further discus- 
sions, in addition to more tangible material proof of the activity of world 
production forces and general social trends, it is necessary to examine al! 
possibilities and the restricitions on the maritime orientation of the develop- 
ment of the republic during the next 5-year planning period. That could cor- 
rect this modest variant to an even more rational level. 


According to the agreement on coordinating and guiding the trends of social 
reproduction during the current medium-term period, the development of maritime 
shipping should be guided toward making better use of Yugoslavia's georgraphi: 
position by expanding and modernizing its capacities, as well as by greater 
part ic ipation by the domestic fleet in transport ing goods for the needs of im 
ports, exports, and transit. In the last 3 years, however, only 26.5 percent 
of the plan for the purchase of ships (in gross tons) was completed, i.e. with 


a value of 11.7 billion dinars, and 40,3 percent of the plan for the expendi- 
ture of ships. According to the estimate by the shipping organi zat ions, by 





the end of 1985 54.9 percent of the plan for the purchase of ships will be 
achieved, so that the Croatian fleet next year will number 254 vessels with 
1,766,000 gross tons and a capacity of 2,676,000 tons, which is a slight in- 
crease in comparison with 1980, 


Slow Renewal of Fleet 


The main reasons for the uncompleted planned investments are the recession in 
the world maritime market (because of which our transportation performance has 
declined by 4.7 percent in each of the last 3 years, while the trend of con- 
tinued growth in foreign exchange earnings has been halted and has declined by 
a third) and the reduced competitiveness of the domestic fleet because of its 
average age, which is reaching !7 years. To this one can add the fact that 
ship construction in domestic dry docks is accompanied only by the restricted 
financial potential of the regional banks, so that because of foreign exchange 
illiquidity, the shipping OURs [organizations of association labor] have not 
obtained foreign exchange participation for the value of the imported materials 
installed in the ships. 


Since maritime traffic nevertheless occupies a special place in the framework 
of a more dynamic maritime orientation of the development of Croatia, the main 
goals of development in the next medium-term plan must primarily be an increase 
in the participation of the commercial fleet in the transportation of goods 
associated with Yugoslavia’s trade with the world and an increased partic ipa- 
tion of this fleet in the international division of overseas transportation 
cargoes. For this however, it is necessary, among other things, to equip the 
commercial fleet for modern transportation technology, and the ports for con- 
tainer and Ro-Ro turnover. 


Used Ships Also Being Imported 


Since not all of the conditions and restrictions on development are fully known 
yet, the projection of the growth of shipping capacities until 1990 is based 
primarily on the reproduction capacity of the maritime shipping organizations, 
which under the present conditions is very limited, as well as on the assump- 
tion that the conditions for ship construction in domestic shipyards for the 
needs of domestic carriers will be identical to world conditions, with respect 
to both the cost of the ships and the method of financing. On this basis, it 
is estimated that the capacities during the next 5-year planning period should 
grow at a rate of 2.5 percent, and the physical volume of transportation and 
foreign exchange earning at 3 percent annually, with the amount of funds neces- 
sary to achieve the planned capacities estimated to be 37.5 billion dinars in 
1980 prices. 


Even the achievement of this minimal growth rate, however, comes into question, 
since in the period from 1986 to 1990 the allotments from shipping organi za- 
tions into the business fund and thier calculated total amortization should 
amount to 12.9 billion dinars. If one next takes into account the obligations 
associated with long-term credits, which because of the sliding of the dinar's 
exchange rate have increased abruptly and last year reached 5.4 billion dinars, 





with a trend toward further growth, it is estimated the funds free for in- 
vestments will be even less, and that consequently the maritime shipping OURs 
will be able to secure at most 20 percent of their own funds for the total 
planned investments. 


In this variant, during the next medium-term period Croatian maritime ship- 
ping would purchase 6 new vessels and 30 imported used ones, as well as 3% 
from dry docks, which is a total of 74 vessels with 674,830 gross tons and a 
capacity of 1,079,400 tons. At the same time, the shippers would discard 67 
shipping units with 446,656 gross tons and a capacity of 726,570 toms. The 
used vessels would have to be imported on the basis of mortgages, which has 
to be incorporated as a system in the next medium-term plan and the annual 
resolution on the socioeconomic development and joint foreign exchange policy 
of Yugoslavia. The importation of used vessels and also new ones (on the 
basis of criteria established by a mutual agreement between the shippers and 
the shipbuilders) would have to be accompanied by lower tariffs and minimal 
duties, with special measures to increase the reproductive capacity of shipping 
OURs. 


Limited Foreign Exchange Earnings 


It is estimated that the total turnover in Croatian seaports during the cur- 
rent 5-year period will deviate from the plan by 19.4 percent, and reach only 
16.4 milion tons. The reason for this is the existing recession in the world 
market, following by the strengthening of the competitiveness of ports on the 
northern Adriatic, and North European ports, as well as the absence of the 
economic-operational status of free customs zones. 


In the 3 years of the current medium-term planning period, significant facil- 
ities have been built in the ports, but mo more than 5O percent of the planned 
investments will be completed, and that is providing that their own and pooled 
funds will constitute 55 percent, with bank, commercial, and other credits 
(without foreign ones) will consitute 45 percent. The assessment is that be- 
cause of unfavorable financing conditions, as well as more difficult condi- 
tions for doing business and for the repayment of debts by the users of port 
services, in 5 years 3.6 billion dinars (in 1980 prices) will be allocated 
instead of 5.4, i.e. 6/7 percent. Furthermore, foreign exchange earnings wil! 
be limited, and will be at the level of 75.7 of the gross planned earnings 
(66.9 percent of the net.) Consequently, during the next medium-term period, 
it is necessary to continue the modernization of port capacities and all func- 
tions associated with handling port turnover. 


Since it is estimated that turnover in Croatian ports in '980 will reach 23.5 
billion tons, not cownting oil, it is necessary to build, on a priority basis, 
modern technology capacities for the transfer of general ftreights (integral 
and multimodal transport) and terminals for loose freight, worth a total of 
20.3 billion dinars (in last year’s prices). 


QOONG 
CSO: 2800/8] 





YUGOSLAVIA 


JAT OPERATIONS IN FIRST 9 MONTHS OF 1984 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 2 Now 84 p 12 
[Article by (rk): “More Work, Better Results”] 


[Text] Belgrade, | November--In the first 9 months of this year, JAT 
[Yugoslav Air Transport], according to operational data reported in talk 
with journalists, carried a total of 2,634,000 passengers, 3 percent more 
than in the same period last year. At the same time, it carried 28,476 tons 
of freight, of which 12,224 tons were on domestic routes, 10,602 on inter- 
national routes, and 5,670 on charter flights. 


with respect to passenger transportation, the number of 1,451,000 in domest ix 
transportation is 6.9 percent worse than last year, but the average is im- 
proved by successful operations in international and charter transportation. 
Thus in the European-Mediterranean area 732,000 passengers were carried, of 
9.6 percent more, in long-distance regular flights 101,000 passengers, or 
7.4 percent more, and in charter transportation 320,000 passengers, or 20 
percent more than last yar. 


The increased physical volume of work was accompanied by corresponding finan- 
cial results. JAT‘s total receipts (without counting the Titograd and Tivat 
airports, for which the data are not yet complete) exceeded 31 billion 
dinars, and grew more rapidly than business expenses. Compared to the same 
period last year, receipts were 51.50 percent greater, and 21.80 percent 
greater than what was planned for this year. Total expenses were 44,18 per- 
cent higher in comparison with last years, or 21.32 percent if compared to 
the plan. 


According to the first indicators from the periodic accounts, in the first 9 
months of this year JAT operated with a remaining income of 1.394 billion 
dinars. There were 1,256 billion dinars allocated for the reserve fund 
and for expanding the material basis for operations, or 442.35 percent more 


than planned. 





[In box] Regular Route for Canada 


Today, after 15 vears of working with charter flights, JAT has establishe 
a regular route between Yugoslavia and Canada--the third in intercontin- 
ental transportation. It is expected that there will be an increase in 
transportation by more than 50,000 passengers a yearon this route, with an 
increase of over $10 million from this transportation. 
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YUGOSLAVIA 


PUBLIC POLLED ON COPING WITH FALLING LIVING STANDARD 
Zagreb VJESNIK in Serbo-Croatian 21 Oct 84 p 5 
[Article by Salih Zvizdic} 


[Text] Three times a year specialists of the Zagreb Institute for Market 
Research-Center for Marketing Research (CEMA) take the pulse of Yugoslavia. 
Several thousand Yugoslav citizens, selected according to a special statistical 
model (a so-called statistical sample) respond to various questions that have 
been composed to complement each other in several questionnaires and thus create 
the desired mosaic. 


We spoke with Mirjana Gjukic-Srdar, director of CEMA, on the theme “What do 
Yugoslavs live on?” 


In CEMA’s most recent questionnaire, Yugoslavs were asked: “Is the regular 
income of your household sufficient to satisfy the household's needs in 1964?" 


Of those interviewed, 10 percent answered “Yes,” 56 percent said “Mostly yes,” 
33 percent gave a straight of qualified “No,” and 1 percent answered “I don't 
know. * 


If 33 percent Of the citizens say that their regular income is insufficient to 
Satisfy the needs of their household, how do they live?” This was our question 
to Ms G)ukic-Srdar. 


Smaller Meat Servings Fewer Movies and Newspapers... 


\Answer] The reply was that along with “regular income” there is supplemerital 
income, which is chiefly irregular and hard to measure quantitatively, but 
which must be identified as a phenomenon. In addition, those irregular income 
are not equally available to all. Some of them are author's honor: riums, rents 
{som subletting roome, incom from eral! Hretrecsec, helr from relative: 
employed abrvued or emigres, work at odd jobs, unreported income from tourist 
operations, privileges of buying certain goods at their places of employment, 
etc. 





it is obvious that not everyone makes use of of has the opportunity to enjoy 
these “irtegular incomes,” and that there are categories of citizens for whom 
we Can say with confidence thet irregular income cannot have a significant 
impect on the household budoet. 


[Question] If we presume that those 13 percent, whose regular income is not 
enough to meet living expenses, included both regular and irregular income in 
their total income, how then do they live? 


\Answer| According to Mirjana Gjukic-Srdar, “they are living worse, worse than 
before,” “they barely make ends meet.” Here are some data that approximately 
explain the manner of life of that category of the population, as well as part 
of the groups that are nearly in the same position. 


To make it from paycheck to paycheck, 42 percent of those questioned reported 
that they had reduced their servings of fresh meat; 5! percent had reduced or 
stopped purchasing preserved meats (part of these gave the reason of low 
guality of such products); 38 percent had given up or cut back on their coffee 
consumption; 75 percent had stopped going to restaurants (or had never gone to 
them even before); 39 percent no longer went to movies or to other entertain- 
ment events; 29 percent had stopped buying newspapers, of bought them only 
irregularly; 18 percent were spending their annual vacations at home, while 
previously they had gone someplace, etc. 


Worse Times Are Expected by 51 Percent 


On the topic “expected living conditions,” pollsters last year asked Yugoslav 
Citizens: “What living conditions do you expect for your household next year?” 
Of those interviewed, 10 percent expected better conditions, 40 percent antici- 
pated no change and 51 percent thought things would be worse. 


If we look at such predictions from 19860 wntil now, and compare them with the 
actual state of affairs (as CEMA has already done), it will be apparent that 
as a tule such predictions have been accurate. It is certain that such pre- 
dictions are affected by the statements of the most responsible people, along 
with the media and other sources which warn of the burdens of stabilization. 


The data on expectations of living conditions vary for individual republi 

and provinces, which is a consequence of the varying levels of development in 
specific regions. Yet precisely that “level of development” ofrovided certain 
coordinates in interpreting and perceiving the concepts of “better” and “worse 
living conditions. For example, last year only 4 percent of Slovenian: aid 
they expected better living conditions in 19864, while 14 percent expected 
improvement in Montenegro and 9 percent in Croatia thought things would b 
better. On the other hand, the largest number of px imists this year wa 
found in Macedonia (63 percent), followed by Slovenia with 58 percent and 


oy 


Croatia with 53 percent; the percent of p- imists was lowest in Kosovo. 





A particular type of pattern is that from year to year, an increasing number of 
households whose income sources are exclusive!y outside of agriculture expect 
(and find) that their living standard will be worse in the coming year. Things 
are much better in that regard for households whose income source is wholly or 
partly agriculture. This phenomenon can be interpreted primarily by the fact 
that 57 percent of those questioned asserted that food costs were the main item 
and the most threatening factcr for the household budcet. 


For the past 2 years, 61 percent of Yugoslav households (and there are 6.2 
million in the country--author'’s note) expect worse or “tighter living conditions 
in the coming year, while “better” or “the same” conditions are expected by 

only 7 percent. It is impossible for researchers to make a quantitative assess- 
ment of what “worse” or “better” means, but we should not lose sight of the fact 
that it is an “experiential component,” i.e., that it reflects what the indi- 
vidual and his family think or feel, in the words of Ms Gjukic-Srdar. 


Supplemental Income Sources, From Fields to Odd Job: 


Research confirms that 35 percent of Yugoslav households supplement their 
incomes from secondary sources, while 65 percent live on their regular earnings 
alone, but the number of households where reaqular income is sufficient to 

atisfy living costs is constantly declining (by 10 percent in the last 2 


years)! Supplemental incomes are most common for covering household needs in 
Serbia (43 percent), Slovenia (40 percent) and Croatia (36 percent). 


In the category of supplemental income for Yugoslavs, an important place go 

to od jobs (or “moonlightiro”"). followed by performance of tasks that formerly 
were done by someone else (Suc .s household repairs, sewing, major cleaning, 
and repairs of shoes, clothing and appliances). Nonethel ss, the greatest 
number of households asserts that their supplemental income comes from agricul- 
ture. Fully 54 percent of Yugoslav households note that in some way, either 
from their own fields or gardens, or by helping relatives or friends, they have 


upplemental income from agriculture! 


he largest expenditures are for the following categories: food (according to 

84 percent of those interviewed), housing (20 percent), heating (60 percent), 
electricity (79 percent), and clothing and footwear (74 percent). A much smaller 
number of households feel the lack of income in other areas, such as purchasing 
household at pliance: (14 percent) r furniture j percent), and use of 

vacation tim } lesired (12 percent). 


Data show that in 2.5 million households, some household app!:4nce is at a 
critical age, so that replacement i nece iry, but a igqnificant number of 
households cannot make that decision, r are hard pressed to ck Oo. For 
example, 40 percent of all washing machine ire 9% years old or more, with 55 
percent of refrigerators and 49 percent of rana ire of the same age. 

A ver interesting fact, which is stressed by the best-known specialists on 
household expenses in the world, is that “the living standard depends more on 
the number of personal incomes in the household than on th: ize of any one 
in e.° Ms Gjukic-Srdar stressed that that factor was “of great weiaht in 


Yugosla ircumstances as well.” 





The latest CEMA studies show that 43 percent of Yugoslav households have two or 
more personal incomes, while 38 percent have one income, 24 percent live on 

the pensions of one or more family members, and the remainder live from 
various social programs, stipends and other income sources. 


Stubborn Leveling 


In Yugoslavia we often incorrectly define as “high personal income" incomes 
that even in a relative sense are not high in the context of our overall low 
incomes. For example, we can equate incomes of 35,000 dinars with one of 
17,000 dinars, if the first hastopay 10,000 dinars for housing and 6,000 
Ginars for child care, while the second receives his apartment from his enter- 
prise and can provide child care in the home. Besides that, it is a pure 
illusion that a single personal income, even if it is even twice the average, 
can satisfy the living costs of a family of four. 


CEMA research has shown the very harmful consequences of the increasing trends 
toward leveling as “a sort of solution to eliminate social inequality.” All 
know the harmfulness of that phenomenon, but it is constantly reproduced in 
various ways. For example, there is the striking fact that in the Montenegrin 
economy, 76 percent of those employed have average incomes between 11 and 
18,000 dinars. Can it be that among some 100,000 employees there are no 
workers who might earn considerably more than those at the bottom of the 
scale? 


In Yugoslav industry and mining, the ratio cf average income of unskilled wor- 
kers to that of highly specialized workers is only 1:2.5! It is similar in 
some other branches of the economy. The differences are the greatest in com- 
mercial associations of associated labor organizations, followed by the 
sociopolitical communities and organizations, and only in third place are 
scientific and research activities, which objectively should be in first 
place! All of these factors shape the leveling policy which often is clearly 
reflected in distorted income relationships. 


As Ms Gjukic-Srdar pointed out, “That only shows that it is necessary to 
structure personal incomes in the economy on the basis of clear and open cri- 
teria for quality, special training and labor productivity. Every delay in 
making such decisions creates a public climate that believes everything is 
permitted in the struggle to provide for real living needs. It is under- 
standable that such reasoning could generate a false attitude toward public 
resources, as well as a low degree of responsibility for work results and 
decisions.” 


Invented Personal Expenditures 


In Yugoslavia it is frequently said that our personal consumption is too high, 
but according to CEMA studies this is not accurate. To be specific, it 1S a 
matter of incorrect interpretation of a number of those personal consumption 
Categories. All of CEMA's data show that personal consumption of the population 
has decreased steadily since 1978, but since in the same period production de- 
Clined overall in the same amount, fewer goods were available and choice was 








not as good, the illusion was created that consumption grew during the period. 
The illusion is that decreased consumption under circumstances where there are 
shortages of goods appears to be increased consumption! 


Ms Gjukic-Srdar: “Our data shows that up to 1978, personal consumption was 
modest in both financial terms and by quantity of goods purchased, but since 
1978 it has fallen rapidly. Thus the notion of ‘rich citizens of a poor 
country’ is absolutely incorrect.” 


Even data of the International Development Bank for 1980 (as well as its most 
recent report) show that Yugoslavia is not among the countries with high per- 
sonal consumption. To be precise, in 1980, among the 125 countries that are 
members of that bank, Yugoslavia was fifth in relative level of investments, 
and 102nd in relative personal consumption! 


According to Ms Gjukic-Srdar, the social system constantly shapes the level of 
personal consumption. If someone receives an apartment from the society with 
no personal contribution or investment, and that apartment is worth 20 times 
the person's personal income, it is logical that the owner of that apartment 
can spend part of his own resources (which he would have had to spend for the 
apartment) for other goods of lasting and passing value. In an overall sense, 
that certainly increases his personal consumption, but even when that is taken 
into consideration, Yugoslav personal consumption is still on the decline. 


The decline in personal consumption in Yugoslavia is also apparent from a 

number of other indices, but it is also evident that other forms of expenditures 
have not been reduced by the necessary amounts. These include general, joint 
and investment spending. To a large degree, these facts hamper the struggle to 
Set a realistic dinar exchange rate. Excessive general and joint expenditures, 
and in part investments as well, are the basic generators of the inflation which 
damages the value of the dinar relative to other currencies. 


These facts and a series of other indices show that the system of consumption 
and distri’ ‘tion in Yugoslav society is extremely complex and requires much 
more subtie analyses. 
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